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Price JTheourcs Corsus Facts 


Tue price of steel is being jumped 
to cover the cost of wage increases. 
Some economists will shake their 
heads and say this is bad because 
higher prices will tend to curtail 
demand. Their theory seems funda- 
mentally logical, yet like so many 
economic theories it must be quali- 
fied. 

President Roosevelt has said that 
lower prices do not stimulate de- 
mand but just the opposite. He is 
right—within limits. Most econo- 
mists say that lower prices do 
stimulate demand. They also are 
right—within limits. This seems 
paradoxical, but is it? 

Those who accept the President’s 
price theory will triumphantly point 
out the fact that 30-cent wheat at 
the bottom of the depression did not 
stimulate the demand for bread, 
even among those consumers who 
still possessed money with which to 
buy it. There is no room for argu- 
ment here, but wheat is only one 
element in the cost of bread and the 
price of bread declined very little 
in the depression. Moreover, most 


people eat only so much bread and 
would not eat more if the price were 
cut from 10 cents a loaf to a nickel-- 
yet we know that if bread soared 
to $1 a loaf demand would be very 
small. 

Again, consider the price of copper. 
In theory, the lower the price, the 
more of the metal should be con- 
sumed. The fact is that far more 
copper is being bought today at 
above 10 cents a pound than was 
bought in 1932 at 4 cents a pound. 
Yet none can doubt that an extreme 
rise would curtail demand. 

On the other side of the price 
theory the most familiar example 
cited is the automobile. Everybody 
knows that the amazing success of 
the motor industry has been due to 
a low-price-high-quality policy. None 
can deny that a given automobile 
will find a bigger market at $700 
than it will find at $1,000. Similarly, 
few will deny that a man’s shirt will 
have a bigger sale at $1.50 than 
it would have at $3. 

Confusion of thought arises from 
the tendency of price theory to cover 


too much territory. There is a 
difference between primary raw ma- 
terials, the price of which largely 
determines the purchasing power of 
a great many producers who are 
also consumers of other products, 
and manufactured goods. There is 
a difference between consumer goods 
and producer goods. The public 
does not buy steel or copper, but 
products made of steel or copper. 
Industry buys steel and copper, and 
will buy at no price unless there is 
demand for the finished product. 
Higher steel and copper prices, if 
not unreasonable, will not curtail 
industry’s demand. The public buys 
automobiles and shirts, and is much 


more sensitive to price changes 
therein than is the business man 


buyer to changes in prices of his 
materials. Demand for daily neces- 
sities, such as bread, is less sensitive 
to price factors than is demand for 
non-essentials. 

It is because there are so many 
sides to the complicated matter of 
prices that we have so many con- 
flicting price theories. 
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BUSINESS ITSELF 


The Trend of Events 


TESTING THE BRAKES ... The New Deal is com- 
mitted to a monetary-credit management, the objective 
of which is to achieve stabilized prosperity within the 
framework of the capitalistic system, avoiding such 
extremes of unsound boom and deep depression as have 
been characteristic of that system’s past history. All 
will agree that the objective is desirable. including 
those who doubt that it will be attained. 

For more than three years the endeavor has been to 
induce a recovery in the general price level, especially 
as to primary products, and to stimulate business ac- 
tivity. Today the gathering momentum of the revival 
points to a coming boom. For evidence, one need not go 
beyond the barometric stock market. 

In the present setting, therefore, it is wholly logical 
that the Administration should turn its thoughts from 
stimulation to control. That is the significance of the 
series of warning gestures recently emanating from 
Washington—hints of budget retrenchment, of action 
to check the flow of foreign funds into our securities. 
raised bank reserve requirements. more rigid S E C 
restrictions on speculation. 

The central key to the problem continues to be the 
budget. If the Treasury stops borrowing new money 
the chief cause of continuing bank deposit inflation will 
be eliminated. If the amount of its borrowing declines, 
the rate of bank deposit inflation will be checked. With- 


out a change in deficit financing—and its corollary 
cheap money policy—no brake upon a potential specu- 
lative and business boom can be more than temporarily 
and partially effective. 

Even without creation of additional bank deposits, 
normal velocity in existing deposits would be capable 
of producing a boom. It is none too soon, therefore, 
that the Administration begins to feel out the brakes, 
even though it must be careful to do nothing to halt 
a recovery which is still incomplete. It will be some 
years, of course, before we know whether we have found 
the key to stabilized good times. 


WE MUST KEEP OUT... None can read the gloomy 
news that comes almost daily from Europe without 
grave forebodings of war and without taking comfort 
in the fact that we are distant from that distraught 
continent by the broad span of the Atlantic Ocean. 
But the Atlantic was not wide enough to keep us from 
being drawn into the World War—a war of staggering 
cost and empty result. We fought “to save Democracy.” 
Today autocracy is stronger and bolder than ever before. 

When war comes again we will desire to stay out— 
but we desired to stay out in 1914 and 1915 and 1916. 
Nevertheless, 1917 found us pulled in. It is not enough 
that we desire to stay out. We will again be drawn 
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in unless here and now—before the drums of propaganda 
begin to beat their loudest—we shape a neutrality policy 
that will in fact keep us aloof. 

And the fact must be faced that complete neutrality 
will mean not only foregoing war profits but accepting 
some loss in existing international trade. That loss 
would be small, compared to the costs of war—but will 
the Administration and Congress stand adamant when 
an inevitable selfish minority of traders begins to clamor 
about its “rights” and when idealistic slogans come 
dinning in our ears from Britain and France? 

Let us by all means be prepared to fight to defend 
our own Democracy, but the test of what constitutes a 
defensive war is very simple and is not changed by 
slogans and battle cries. A defensive war is fought on 
the defender’s own territory or the waters adjacent to 
it. We will not be fighting to save anything but some- 
body else’s bacon if we again send armies into Europe. 


THE VAN SWERINGEN EPIC... A remarkable story 
of glamorous success and tragic failure comes to the 
end with the recent death of Oris P. Van Sweringen 
just a year after the death of his younger brother Mantis 
Van Sweringen. Arising from small beginnings as real 
estate developers in Cleveland, these inseparable broth- 
ers assembled a far-flung railroad empire. Neither in 
personal ambitions nor methods were they stock-jobbing 
promoters seeking an easy road to wealth. 

They acquired railroads openly and fairly. They had 
a genius for picking able men to operate those roads. 
They touched no railroad but what they made it a 
better, more efficient system. Some railroads they con- 
verted from “streaks of rust” to first class lines. They 
had the confidence and the backing of powerful, shrewd 
and conservative banking houses. 

What went wrong? Two things. Their “railroad em- 
pire” was assembled by stretching the holding company 
device to a limit supportable only by a permanent high 
level of prosperity. Instead of continued prosperity 
there came a great depression. For a brief time it 
seemed that the Van Sweringens might “come back.” 
A little more than a year ago interests friendly to them 
acquired paper control of this “rail empire” at auction 
for three million dollars and contemplated that the Van 
Sweringens would manage the properties, even in time 
regain ownership for cost plus interest. 

But Mantis Van Sweringen died and now “O. P.” 
has followed. The railroads will run on. The Van 
Sweringens pass into history. 


IT'S TO BE A VERY MERRY CHRISTMAS... Soon 
the advertisements will be advising you to shop early 
and avoid the Christmas rush. You are so warned every 
year, but this year the warning will rest upon much 
more than the optimism customary among merchants 
as Christmas approaches. Were the $2,000,000,000 vet- 
erans’ bonus being distributed now, instead of last sum- 
mer, you would see a big spurt in retail trade. There 
is a similar stimulus in the hundreds of extra and special 


dividends being paid by corporations, partly to avoid 
the Federal undistributed profits tax, and in numerous 
wage increases and employee bonuses. 

Recent and current additions to payrolls and divi. 
dend income amount to hundreds of millions of dollars, 
Christmas savings fund totals soon to be spent are 
bigger than ever before. There is every evidence that 
the public not only has vastly increased purchasing 
power but is in a spending mood. It is not improbable 
that Christmas trade will top that of a year ago by 
20 per cent. Some talk of it passing the 1929 mark, 
Maybe. In any event, “shop early and avoid the rush,” 


OUR GOLD POLICY ... The Netherlands, Belgium 
and Switzerland have now declared adherence to the 
tripartite currency agreement reached by the United 
States, Great Britain and France on Sept. 25. Simul- 
taneously Secretary of the Treasury Morgenthau has 
announced new exchange restrictions as a result of 
which private export of gold, as heretofore conducted by 
the banks, is forbidden and all future gold movements 
will be handled only through the Stabilization Fund. 

Inclusion of Belgium, Switzerland and the Nether- 
lands in the currency agreement widens the field of 
monetary collaboration among the Democratic nations 
and hence is a highly desirable development. The aboli- 
tion of private export of gold is but a logical further 
step in implementing the policy upon which our Goy- 
ernment and those of Britain and France embarked two 
months ago. It simply concentrates the power to con- 
trol gold movements in the hands of governmental 
authority. 

Old guard believers in a rigid and automatic gold 
standard will see the tightened political control as a 
revolutionary step. The revolution came some time ago 
when Great Britain embraced managed money and 
when the New Deal followed suit. All changes in method 
since then have been incidental to the basic fact. We 
are going to have stability in foreign exchanges, unless 
war changes the picture, but it is to be doubted that 
gold ever again will control our domestic price level or 
the volume of credit available to us. 


UNEMPLOYMENT INSURANCE ... By decision of the 
Supreme Court, New York State’s unemployment in- 
surance act stands as valid law. Thus the States have 
the power to tax all employers and to mingle the funds 
thus raised in a common pool, from which disburse- 
ments can be made without regard to varying stand- 
ards of employment among varying companies. 

If tax money taken from an electrical equipment 
manufacturer in Buffalo, who has devised methods to 
maintain a high degree of stability in employment, is 
spent to aid employees let out by a Brooklyn garment 
maker the moment his orders fall off—that, under this 
decision, is not confiscation of property without due 
process. It need hardly be said that the Supreme Court 
passed on the legality of the act and not its wisdom or 
justice. 
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Neither, of course, did it pass upon the validity of 
the Federal Social Security Act. Some in Washington 
take the decision as inferring that the latter law will 
stand after test. Perhaps it will, but such assumption 
can be nothing more than interesting speculation. 


THE LABOR SPLIT... In its annual convention at 
Tampa the American Federation of Labor elected to 
continue indefinite suspension of the recalcitrant C. I. O. 
unions without ejecting them. Thus the status quo is 
maintained and the basic conflict is unresolved. The 
best that can be said is that internecine warfare among 
local and state labor organizations affiliated with the 
A. F. of L. may be less than it would have been had 
the C. I. O. unions been expelled. As it is local labor 
organizations that adhere to the Lewis group may 
continue to participate in State and local federations. 

Even so, the rivalry will promote labor unrest and 
disturbances and make for jurisdictional conflict. That 
so basic a dispute exists is striking proof of the absurdity 
of talking of the “economic solidarity” of labor. Be- 
tween a carpenter and a coal miner there is little in 
common. Between a skilled metals craftsman and a 
common laborer in the steel mills there is even less in 
common. The pro-Green and pro-Lewis unions have a 
total membership of some 3,000,000. They are fighting 
for the right to attempt to organize more than 20,000,- 
000 workers who never before have been organizable. 

To make real headway in his drive, Mr. Lewis will 
require the support of the Government. To what extent 
he will get it remains to be seen. 


SETTLING UP TO BORROW MORE? .. . Monsieur 
Claudel, former French Ambassador at Washington, 
proposes an immediate conference to dispose forever 
of the political war debts, which go on compounding 
upwards and now amount to about $13,000,000,000. 
He advances the argument that international monetary 
stabilization and general political harmony require the 
dimination of these debts. He also points out that the 
changes that have been made in currencies in recent 
years—and that may be followed by others as stabiliza- 
tion is achieved—reduce the gold equivalent of the 
currency measurements of the debts and make them 
easier of liquidation. Of course the Germans suggest 
that at the same time international private debts be 
scaled down—inasmuch as their political debts have 
been forgiven, whereas their private foreign debts, chiefly 
to the United States, are much larger than those of 
the former allies. There can be little doubt that re- 
vision, if not cancellation, of the political debts ap- 
proaches. 

In the preceding issue of this publication Mr. Harold 
Fisher, an English observer, remarked that no world- 
wide monetary stabilization was possible until the war 
debt question was somehow disposed of. 

In considering the question of settlement the United 
States will be forced to remember the contention of 
most European debtors, that money settlements of any 





large balances are physically impossible. Now, how- 
ever, we find the Europeans sending immense quantities 
of gold to the United States to satisfy their own 
selfish policy. During the last two years alone the 
gold remittances to the United States have been suffi- 
cient to pay the fixed installments on the debts many 
times over. The present difficult international situation 
in Europe causes all the debtor nations to desire com- 
plete harmony with the United States even if for no 
other reason than to be put again into the class of 
acceptable borrowers from the United States. 


THE SUPREME COURT... Inevitably the result of 
the re-election of President Roosevelt is to increase 
agitation for limiting the power of the Supreme Court 
in order that Congress and the President may have a 
freer hand in social and economic planning. Advocates 
of a supreme central government interpret the election 
as a mandate for their cause. We doubt it. 

It seems to us that the Roosevelt victory turned pri- 
marily on the fact that a majority of people approved, 
on the whole, of the results obtained during his first 
Administration. Certainly Mr. Roosevelt did not make 
the powers of the Supreme Court a specific issue in his 
campaign. That the more responsible members of the 
Administration are uncertain as to public opiion on 
this question is indicated by the fact that they remain 
conspicuously silent on it. 

The Supreme Court is neither sacred nor infallible. 
There is no reason why its function should not be dis- 
cussed frankly. Our system of checks and balances in 
government was designed to bulwark civil liberty, to 
safeguard the people from excess of centralized power, 
to protect the people even from their own impulsive 
majority opinions. The basic law can be changed but 
the process of change allows time for mature considera- 
tion. Such change is more likely to represent the consid- 
ered will of the people than is a transient majority 
rolled up in the heat of political campaign. 

Listening to hot-heads who would remake the world 
in a day, one would think that all social and economic 
progress is barred to us unless the hands of the Supreme 
Court are tied. If this is true, how is it that the eco- 
nomic and social progress of the United States for gen- 
erations has been the envy of the world? How could 
it be that the depression has been vanquished? We were 
told that the doom of N R A meant renewed depression, 
that the passing of A A A meant 30-cent wheat. Both 
predictions proved wrong. Calm second thought has a 
valid place in American government. The Supreme 
Court makes us take second thought. Curbing its 
powers would not be progress but political reaction. 


THE MARKET PROSPECT .. . Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 203. The coun- 
sel embodied in the feature should be considered in 
connection with all investment suggestions, elsewhere in 
this issue. Monday, November 30, 1936. 
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The Market Through December 


Br Ass. 


ia market has been jittery over the past fortnight, 
with irregular reaction the rule. Reasons for hesitation 
are not hard to find. From official Washington has 
come one hint after another that the New Deal does 
not want a speculative boom and is considering ways 
and means of doing something about it. From Europe, 
which on one day fears imminent disaster and next 
day thinks it may be postponed, has come more bad 
news than good. 

It should be remembered, however, 
that a market temporarily stale can 
nearly always find some external rea- 
sons for short term reversal. During 
most of November, prior to the present 
recession, the favored industrial section 
found increasing difficulty in extending 
the general advance and.. showed in- 
creasing selectivity. The bull cause got 
no help from the rails, which have been 
in a dragging downtrend for some six 
weeks; nor from the utilities, which, 
however, begin to suggest an interesting 
technical foundation since they have 
stuck within a trading range of less 
than 3 points for about four months. 

Last February and March the most significant tech- 
nical development in the market was increasing selec- 
tivity and inertia, as reflected by a marked flattening 
out in Tue Macazine or WALL Srreet’s index of 295 
equities. At that time also the New Deal was viewing 
the market with some doubt and taking precautionary 
steps. A temporary wave of speculative fear in a thin 
market and a temporary lull in investment accumula- 
tion resulted in the sharp April reaction. 

We rather doubt that the April performance is going 
to be repeated in the present setting, even though some 
further recession or irregularity may be seen before the 
year-end rally makes its appearance—a rally that has 
become such a seasonal habit that it would not seem 
like Christmas without it. The reason we doubt the 
potency of Washington warnings is that the bark seems 
to be worse than the bite. Last spring the official growl 
did sound pretty mean, but higher margins and a jump 
of 50 per cent in bank reserve requirements did not 
give the bull market more than temporary pause. 

Another dose of the same treatment now would 
probably have less effect than the first one, human 
nature being what it is. It has been said, “Barking dog 
never bites.” We would not like to push the analogy 
too far. The Administration has weapons with which 
it would be possible to check a speculative boom—but 
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the point is that until they are used with the specific 
purpose of removing inflationary pressure or actually 
applying deflationary weight, they can not be effective, 

As long as the Government continues to borrow 
money obtained by a write-up of bank deposits, it will 
be inflating the money supply. As long as it must 
borrow large sums, it will keep money rates dirt cheap. 
As long as these financial realities prevail on the one 
side, while on the other side there is the 
prospect of further expansion in busi- 
ness activity, there can be only one 
direction for stock prices and that is up, 
temporary reactions to the contrary 
notwithstanding. 

The chief purpose of the Federal con- 
trols has been to prevent excessive use 
of credit for speculative purposes and 
to prevent excessive speculative activity. 
Since we had both of these evils in 1998 
and 1929 it is not surprising that in the 
public mind they were hooked up with 
the course of stock prices. Yet the con- 
trols have been highly successful in pre- 
venting speculative excess, either as to 
use of credit or as to activity—but this 
apparently has little to do with the price movement. 

It can be demonstrated that during the past two 
years stock market activity, in relation to number of 
listed stocks, was only some 40 per cent as much as it 
was in the years 1925 and 1926, which was before the 
speculative fever was anywhere near its height. It is 
undeniable that brokers’ loans are a small fraction of 
what they used to be in active markets. Nevertheless, 
our controlled market from 1935 low to 1936 high 
advanced considerably more than 100 per cent, our 
index going from 43 to approximately 100; while the 
uncontrolled speculation of 1925 and 1926 produced a 
rise of considerably less than 50 per cent. 

All of which leads us to suspect that even still more 
rigid control of speculation can not prevent stock prices 
going up as long as there is valid financial or economic 
reason for such advance or—what is also important— 
as long as the majority of people think so. 

There are two possible controls to watch which, in 
our opinion might check over-fast rise in the stock 
market, without unduly threatening continued business 
progress. The first of these is the Federal budget. It 
can not be immediately balanced, however, and we 
doubt that announced intention to balance it in 1938 
will give any chill to the stock market. The end of 
Federal deficits, of course, is the first and primary step 
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Threatened application of the brakes by Washington does not 


change bullish policy in investment or longer range speculative 


commitments. 


The major trend remains up, and selective 


purchases are favored in recurrent periods of reaction. 


if the potential boom is to be brought under control. 

Yet while we talk of probable boom ahead, the 
current reality is that production, employment and 
national income are still well below prosperity levels. 
Hence, the Administration may tentatively feel out its 
brakes and stop pressing the accelerator to the floor- 
boards—but it should not and will not take any action 
which will threaten business recovery. 

Therefore, a second possible stock market control— 
repeal of the capital gains tax—should receive careful 
consideration. This has no relation to credit policy and 
no direct relation to the business trend. We have an 
artificial factor making for excessive rise in stock prices 
ina tax which precludes cashing of profits by investors 
subject to the higher income tax brackets. Repeal of 
that tax, which has produced no important total of 
Federal revenues, would bring about a substantial read- 
justment of market prices, especially in issues which 
have had a sensational advance, and would thereafter 
leave the market on a far more natural technical basis. 

The possibility of some corrective action in this regard 
is so real, we believe, that it must be taken into account 
in security selection at this time. For example, the 
market action reflects a consensus that the motor in- 


dustry has experienced the major portion of probable 
recovery, even though 1937 will be an excellent year. 
On the other hand, makers of heavy steels are still in 
a depressed zone, both as to earnings and market prices. 
If the capital gains tax is repealed or importantly 
revised, we would expect to see a shifting of funds from 
some motor equities to heavy steel stocks or other 
promising groups still far under normal levels. 

Meanwhile a lesser readjustment is now in progress 
in the waning of interest in bonanza dividends forced 
out by the undistributed profits tax and the turning of 
attention to issues not affected by the tax. Thus it is 
argued as a bull point on oils that they can get tax 
credit for depletion charges and hence do not have to 
pay extraordinary dividends! Thus does the pendulum 
of speculative sentiment swing. 

In any event, the market will soon be selling ex- 
windfall-dividends and will soon have to turn its eye 
to very important happenings in Washington. Less 
attention to dividends and more attention to prospective 
business and earnings trends will be a good thing. As far 
ahead as we can see, the business road is reasonably 
clear of obstructions; and the forward march will con- 
tinue with the capital goods industries setting the pace. 
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Wages and Salaries Are Advancing, so Also is 


the Cost of Living. Will Consuming Power Be 


Held Static or Increase? 


Will Higher Wages Provea 
Spur to Business? 


BY NORMAN TRUMBULL CARRUTHERS 


. 


Wars are rising and rising fast. Rightly or wrongly 
labor thinks that it had a great deal to do with the 
return of the present Administration to office for another 
four years and is pushing any advantages it may have 
for all they are worth. It seems certain that a number 
of labor bills will be introduced and passed at the next 
session of Congress. They will have to do with mini- 
mum wages, maximum hours, working conditions and 
what not, all of which will have a tendency to raise 
industry’s labor costs. These rising costs in turn will 
add their weight to the factors that are making for 
rising prices. So far as labor is concerned, will the one 
counteract the other to the end that there is no improve- 
ment in the standard of living? So far as the owners of 
industry—the stockholders—are concerned, will rising 
prices outweigh increased costs and thus permit a further 
improvement in earning power and dividends? 

These are questions in the spotlight today: they go to 
the very heart of the present business recovery and upon 
the manner in which they are finally answered will 
depend recovery’s duration and extent. 


industry. Here, wages are back to 1929-levels, or 
above, and the public is being offered an immeasurably 
better car for considerably less money. This is not to 
imply that there is anything iniquitous in the policy 
of the steel industry. As a matter of fact the industry 
presents some convincing reasons why it is unable to 
do differently. It is pointed out that the majority of 
those holding the common stocks of steel companies 
are receiving no return whatsoever on their investment 
and that, were the industry to absorb the increased 
wage costs, the prospect of their doing so would be 
remote. And this, of course, is a circumstance altering 
cases, when compared with the flood of dividends being 
paid the automobile stockholder. 

Nevertheless, although it may not be the steel indus- 
try’s fault that it can raise wages only by passing the 
increase along to the consumer, it makes a great deal 
of difference to the country as a whole. whether the 
irresistible forces working towards higher wages are ap- 
peased at the expense of the consumer or whether 








Within recent weeks the public has been 
treated to divergent wage-price policies 


on the part of two of our greatest indus- 100 





tries. Some half-a-million steel workers 
have been granted wage increases aver- 95 
aging 10 per cent, a development which 90 


is estimated to cost the steel industry 
about seventy-five million dollars a year. 
The industry, however, has no intention 
of absorbing such an increase and it is 
being generally accepted that before long 
it will be passed along to the consumer 
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80 
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INDEX NUMBERS 


in the form of higher prices. The Car- 70 
negie-Illinois Steel Corp., already has 65 
announced an advance in the price of fin- 

ished steel between two dollars and four 60 
dollars a ton to take effect December 1 

on all orders for delivery during the first 55 
three months of next year. 50 


In marked contrast to this situation 
is that prevailing in the automobile 
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Pictures, Inc. 


Cleveland—Employees of the American Steel and Wire Company cheer 


bulletin announcing increase in wages 


increased efficiency can be made to shoulder a large 
part of the cost. Obviously, if every company forced 
to grant an increase in wages were to follow it immedi- 
ately with an increase in selling prices, the cost of living 
would keep pace with the receipts of labor and the 
working man be no better off than he was before. As 
amatter of fact in the steel industry and elsewhere there 
is some disposition to actually link wages with the cost 
of living. Subsidiaries of the United States Steel Cor- 
poration, for example, granted their labor an increase 
in wages recently, a further increase to come with a rise 
in cost of living index of the Department of Commerce. 
If, on the other hand, an increase in wages were not 
followed by an offsetting increase in selling prices and 
there were no increase in efficiency, it would merely 
have the effect of transferring purchasing power from 
the hands of investors to the hands of labor and it is 
hard to see how this would enhance the well-being of 
the country as a whole to any material extent. 

Labor in all probability would dispute the last of 
these conclusions on the ground that money given to 
labor is spent immediately and helps to keep the wheels 
of industry revolving, whereas the rich’s dividends lie 
idle. This is obviously untrue, of course. Even assum- 
ing that the majority of dividends go to the rich—some- 
thing which is by no means so—it does not follow that 
the money remains idle. On the contrary, regardless 
of what the recipient himself may do, it is spent imme- 
diately and spent for labor. If invested in a new enter- 
prise, it is spent in getting the concern started; if it is 
used to buy additional securities, then the seller of the 
securities spends it for something tangible; if it is placed 
on deposit in a bank, then everything points, under 
present day conditions, to its finding its way into a 
Government bond and in this case the Government will 
spend it. However, there is probably this much truth 
in labor’s viewpoint: additional money paid to the rich 
may well have a tendency to waste a good deal of time 
circulating among the purveyors of luxuries until it seeps 
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down to the worker who is more in need of it. 

Leaving aside for the moment the possi- 
bility, its justice and its merits, of diverting 
purchasing power from one class of people 
to another, it will be seen that an increase 
in real wages—or an improvement in the 
country’s standard of living which is the 
same thing—can spring only from an in- 
crease in efficiency. It has been contended 
that many of our fundamental ills spring 
from the fact that in the past too great a 
proportion of the fruits of efficiency has 
been commandeered by the capitalist and 
too little has gone to labor. There is prob- 
ably a good deal of truth in this—we know, 
for example, that over the years the owner 
of the machine has done better than the men 
who operated it, although the latter’s stand- 
ard of living has risen slowly but surely. 
Whether this be so or not, however, the 
efficiency factor marks the limit beyond 
which it is dangerous for labor to push its 
demands. Demands for increased wages 
beyond the point warranted by efficiency 
inevitably brings higher prices and a con- 
traction of purchasing power. 

With this as a background it may be asked whether 
the present flood of increased wages is, on the whole, 
justified when weighed against the general good of the 
country. The answer seems to be clearly in the affirm- 
ative. During the years of depression, manufacturing, 
distribution, transport and communication efficiency 
was vastly increased. As we began to emerge from the 
darkness, virtually all the benefits of this increase in 
efficiency found its way into corporate treasuries. Gen- 
erally speaking, it may be said that labor has waited 
during four years of business recovery without receiving 
more than depth-of-depression pay. In the meantime 
the cost of living has risen in the neighborhood of 
twenty per cent. 


Now Labor's Turn 


It was, of course, sound economics to replenish de- 
pleted corporate treasuries and to liquidate depression- 
contracted obligations. Also, from the social viewpoint, 
it is probably just that the elderly and dependent should 
receive something on which to live before giving the 
able-bodied worker higher wages. Not the least of the 
pities is that the Federal Government had to interfere 
with the building up of corporate strength by the tax 
on undistributed profits and it is not unlikely to be 
found, when history reviews this tax, that it had an 
unfavorable effect upon wages. Nevertheless, despite 
this obstacle, it must now be held that the need for 
corporate strength has been generally satisfied and that 
by-and-large stockholders have received all they are en- 
titled to receive before sharing further gains with labor. 

It is, indeed, in the stockholders’ own interests that 
wages now be revised upwards. Only by doing this can 
industry hope to create that mass market essential to 
the absorption of its output. Profits from this point 
should by all means be shared liberally with labor. 
Admitting that it is often (Please turn to page 254) 


205 












The Investor in the Alloy Age 


BY WILLIAM P. BLACK 





Courtesy Electro Metallurgical Co. 


The new all-stainless steel amphibian, "Sea 


a have given us names for the 


first three stages in man’s long struggle from savagery 
to civilization. By the materials used in the implements 
of war and peace, the three periods are known as the 
Stone Age, the Bronze Age and the Iron Age. Many 
designations have been suggested for the present period. 
Most popular among them have been the Machine Age, 
the Petroleum Age and the Electrical Age. 

A more recent suggestion has been the Alloy Age. 
If we would follow the lead of the anthropologists, this 
is the name that should stick. For our implements of 
war and peace are no longer made largely from iron 
or its progeny, carbon steels, but from a great variety 
of mixtures of two or more metallic elements. These 
alloys, it is true, are built from an iron, copper or alumi- 
num base, as the case may be, but in their physical 
properties and in the uses to which they may be adapted, 
they differ greatly from the pure metal. 

Metallurgists have adopted the technique of the ac- 
complished chef. They have mixed and blended ingre- 
dients never before assembled in the same pot. Modern 
industry has lapped up these concoctions and hungrily 
demanded second helpings. Alloys have replaced ordi- 
nary carbon steels in almost every field from a razor 
blade to a Pullman car. Similarly, they have cut heavily 
into the foundry trade where grey iron and carbon stee! 
formerly predominated. 

Tracing the beginnings of the advance of the alloys 
leads one into disputed ground. Technically, the origi- 
nator of alloys was the bearded Babylonian or Assyrian 
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Bird," launched September 29 at Bristol, Pa. 


who first combined copper and tin to introduce the 
Bronze Age around 2500 B.C. From the standpoint df Listin 
alloys as we know them, the origin should probably bef book of 
placed with the invention of stainless steel in the English}, 
cutlery trade early in the present century. This coullf 
be argued by the metallurgist who first added mange 
nese to carbon steel some time before. The product d 
the latter, however, contained such a small proportion 
of the added element that it failed to gain the name 
of alloy steel. 

In any case, the real impetus to alloy production 
came with the World War. Metallurgists were turned 
loose with unlimited funds for research and experiment 
in the arsenals and ordnance factories of the warring 
nations. Specific problems were laid before them and 
alloys were demanded that could withstand the punish 
ment that had broken carbon steels. Undreamed of perf 
formance was given by many of the resulting mixtures. 

After the war, the great peace time automobile indus 
try laid its hand on the collars of these metallurgists. 
Metals of greater strength, toughness or hardness thanf 
carbon steel were demanded for engine parts, steering 
knuckles and so forth. A saving in weight, without 
sacrifice of strength, and surfaces that would not cor 
rode were also needed. Metallurgists such as C. Harold 
Wills of Wills-Ste. Claire fame and Alan Kissock of 
Climax Molybdenum responded with vanadium and 
molybdenum steels. Later, Harold P. Furlong of Mo 
lybdenum Corp. of America introduced alloying ele- 
ments into grey iron castings and A. L. Boeghold of é 
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General Motors turned out a variety of alloy steels for 
kevere service jobs. 
| Today’s automobile is a true product of the Alloy 
lige. From its transmission gears to its body hardware, 
bt is filled with alloy parts. Nickel, chromium, manga- 
inese, molybdenum and vanadium are all used. There 
jseven talk of doing away with body paint through the 
use of stainless steel containing a dash of cobalt for 
color effects. 

To the layman, stainless steel is the most familiar of 
all the alloy steels. From small beginnings in the cutlery 
trade, it ascended far into the sky to decorate the Empire 
State building. It is indispensable to modernistic furni- 
ture and store fronts, to the chemical, food and many 
other industries. With any appreciable reduction in 
cost, Which may be obtained through current experi- 
ments to produce it in open hearth furnaces, stainless 
steel demand should quickly double or treble. Some 
steel men have prophesied that one-half of the country’s 
total steel production will eventually be stainless or 
rustless. 

Meanwhile, the heaviest tonnage in alloy steels is in 
the so-called low alloys where the percentage of the 
alloying element stops at about 2. Among the better 
known are U.S. Steel’s “Cor-Ten” of 0.50 to 1.50 chro- 
mium, Republic’s “Double Strength” of about .75 nickel 
and 0.11 to 0.16 molybdenum and Youngstown’s “Yoloy” 
of about 2.00 nickel. Most of the automobile engine 
parts, previously mentioned, utilize low alloy mixtures. 
Others are made of the intermediate alloys that include 
the 4 to 7 per cent chromium steels and the 2.75 to 3.75 
nickel steels. Steels for high temperatures, such as 
Bethlehem’s “Super-temp” chromium-tungsten steel, are 
other intermediate alloys. Allegheny Steel is the largest 
producer of high alloy steels. 

Listing all the uses of alloy steels would require a 








book of many pages. Armor piercing machine gun bul- 


Courtesy Allegheny Steel Co. 


Start of a "tap" of steel at the Allegheny Plant, Breckenridge, Pa. 
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lets are made with a molybdenum content. Thousands 
of pounds of nickel and chromium are used in the steel 
of a modern battleship. Dipper teeth of electric shovels 
are usually a hard chromium steel. Mine skips and 
hoisting cages have been made entirely of nickel steel. 
The oil industry is a heavy user of alloys for drilling 
tools and refinery equipment. And so on through the 
catalogue of America’s war and peace time industries. 

For the investor, who would profit from the advance 
of the alloys, there are two alternatives. He can choose 
the stocks of primary producers of the alloying elements 
and thereby gain some measure of inflation protection. 
Or, he can buy into the companies making the finished 
product. In alloy steels, the principal alloying metals 
are nickel, chromium, manganese, molybdenum tung- 
sten and vanadium. In a broad sense, it might be said 
that nickel, chromium and molybdenum are gaining 
ground the most rapidly, manganese and tungsten are 
holding their own, while vanadium is falling somewhat 
behind. Producers and leading manufacturers of alloys, 
whose stocks are readily accessible to Americans, are 
listed in the table on page 208. 

Producers of alloying metals furnish their products 
to alloy steel manufacturers in the form of ferro-alloys, 
an electric furnace mixture of iron and alloying element 
suitable for introduction into molten steel at convenient 
temperatures. Union Carbide is the country’s largest 
supplier of ferro-alloys, buying alloying metals other 
than vanadium from outside foreign and domestic pro- 
ducers. Minor elements in alloy steels, such as cobalt, 
titanium, bismuth, columbium, tantalum and zirconium, 
carry no particular appeal for the investor as yet. 

In the manufacturing end, alloy steel is no longer 
confined to specialists. All of the important steel com- 
panies are now engaged in its production to a greater 
or lesser degree. Of the larger companies, Republic has 
the greatest stake with an estimated one-seventh of 
its total capacity devoted to alloys. 
Jones & Laughlin is probably the least 
involved of the leading steel companies. 
In addition, there are a number of 
smaller concerns whose main business is 
alloy steel. 

Entering the non-ferrous alloy field, 
one finds an even greater variety of mix- 
tures than in the ferrous. The two 
principal bases upon which non-ferrous 
alloys are built are copper and alumi- 
num. Both of these metals, inciden- 
tally, are used in small quantities in 
alloy steels. But, in their own right, 
they are responsible for a long list of 
alloys. 

Copper, of course, was the pioneer 
metal in alloys, with bronze being cre- 
ated by means of a small addition of 
tin. Mixed with zinc, it later gave brass 
to the world. In recent years, many 
other elements have been added to cop- 
per to produce various types of bronze 
and other copper alloys. Among the 
added elements are several of those also 
used in steel alloys, e.g., manganese, 
chromium, nickel, titanium and_ the 


207 








non-metallic element, silicon. Others include 
aluminum, cadmium, beryllium and magnesium. 

Excepting brass, most of the copper alloys use rela- 
tively small amounts of the other elements. Nickel, 
however, is used up to 20% and 30% in mixtures called 
“Ambrac” and “Supernickel.” International Nickel’s 
well known Monel metal, which covers the roof of the 
Pennsylvania station in New York, is made with nickel 
as the primary and copper as the secondary metal in 
the proportion of about two to one. 

Some idea of the quality of Monel metal may be 
obtained by the fact that the roof over the Pennsylvania 
station was installed more than twenty-five years ago 
and has proved so satisfactory that additional tonnage 
was recently ordered for areas not originally covered 
by this metal. The New York Public Library has also 
arranged for the installation of a Monel metal roof. 
The metal is coming into increasingly wide use in the 
home through its use in the construction of hot-water 
tanks, range boilers, sinks, cabinet sinks and gas and 
electric hot-water storage heaters. 

For the investor, stocks of the big three domestic 
copper producers, Anaconda, Kennecott and Phelps 
Dodge, offer participation not only in the mining of 
the primary metal but also in the fabrication of the 
finished alloy. Revere Copper & Brass specializes in 
copper alloys. Principal producers of cadmium now 


lead, 


widely used in alloys and in plating iron parts to prevent 
rusting, are Anaconda and American Smelting & Rp. 
fining Company. 

Aluminum alloys are built up through the additio, 
of zine, copper, iron, lead, tin, nickel, manganese, chron. 
ium and silicon to the primary metal. The resulting 
combinations are much in demand in the automobile. 
aviation, electric appliance and die casting industrie, 
Crank cases, engine parts, bearings, washing machine; 
vacuum cleaners and even Ford cylinder heads ar 
made from aluminum alloys. A well known mixture js 
Duralumin with 4% copper and 14% each of manganey 
and magnesium. 

Magnesium, one third lighter than aluminun, is als 
the basic metal for a number of alloys. Used with smal 
additions of aluminum, zinc and manganese, it has bee 
given the trade name, Dowmetal by its originator and 
producer, the Dow Chemical Company. These alloy; 
enter many of the same fields as aluminum alloys and 
have an especial appeal for the aviation industry. 

The remaining division of alloys, the babbitt metals, 
can be passed over quickly as the main components 
tin and antimony, have little or no domestic produ. 
tion. Only Patino Mines of the primary producers is 
accessible to American investors. Other elements used 
have been previously mentioned, namely, copper, lead, 
nickel, cadmium and bismuth. (Please turn to page 252) 





Leading Producers of Alloying Metals and 
Leading Manufacturers of Alloy Steels 











































































































Reaakons per Share Divs. Price Range 
1st9 mos. 1st9mos. Dec’'d —_——-1936 -——~ Recent 
Company Alloy Products 1935 1936 This Year High Low Price 

American Rolling Mill.............. Cast, Ingot and ght irons; and low-carbon steels; chro- 

mium iron and chrome-nickel alloys. ................-.-0000eeeeee 1.71 1.91 1.95 37 23%, 36 
Bethlehem Steel.................... Chromium, low-carbon steels; high carbon stainless steels; chromium 

a aaa a ae ee Nil 1.01 None 163 455%, 72 
oS ae eee Largest maker of alloy and special steels. Chromium, low-carbon steels, 

chromium irons and chrome-nickel alloys....................---005 0.28 1.10 None 265, 164% 25 
1 7)" SSS Chrome-nickel alloys, low-carbon steels, low-alloyed steels.......... Nil 1.25 None 193%, 4634 71 
Youngstown Sheet & Tube........... ey eae ein ee ee Nil 5.18 None 8735/4 41%, 87 
OS ee erence Low and high carbon steels, ch irons, ch ickel alloys and 

EEN Schack ex ene son Cab cree pin Koes oe > ve Nil(b) 0.86(b) None 563/44 28 oe 52 = 
a Highly alloyed metals, chrome-nickel alloys, stainless steels and low 

RMON sop usccchssicuet ons veetc soak eusswekeuss senses 1.30 1.00 35 22%, ; 29 
oe Foremost maker of stainless, low-carbon steels. Also chromium irons 

Se DINNER os onic sch 55 4.0 400d ab asGaas <eenceease 0.93 1.49 1.25 40% 26% 7 38 
Union Carbide & Carbon............ Leading producer of ferro-alloys used for introducing non-ferrous metals 

2 IRIS RENO Sia sen SER a eR Ee 1.86 2.61 2.30 10414 715% 104 
International Nickel................ Leading producer of nickel. Makes nickel alloys and alloyed irons... 1.14 1.75 1.30 66 434 — 66 a 
Climax Molybdenum............... L t prod f molybd , ani rtant and i Hloyi 

ee ee ee NF 0.80 Unlisted 6 
Dow Chemical.............. sco lle Maker of Dowmetal, a magnesium alloy...................0.0.0005 3.32(a) 4.42(a) 2.20 135 941/, 132 
MPMI 5.6.5. mis os osiccc se cwed Controls world's largest supply of vanadium. Produces chromium, , 

silicon and other alloying metals................ccccccecccecceens Nil(b) 0.11(b) None 27% zm 16% 24 
Aluminum Co. of America.......... Owns largest bauxite deposits and leading maker of aluminum alloys. . . NF NF None 152 87 Be _ 
Revere Copper & Brass.............. NE NE ONT ANE OEE none cnc ncccs cc cnccsnswencnssces Nil 0.39 None 261%, 10 ; 26 
Anaconda Copper.................. Ameri Brass subsidiary a large producer of copper and copper base 

ee ees ces 0.91 1.45 0.75 55% 28 53 
Kennecott Copper............. ; ....A subsidiary, Chase Copper & Brass, produces large quantities of cop- 

POF A CREE TOROR MOUS 5 6.055 0s son soc cei cccacsccenesscscccicee 0.32(b) 0.84(b) 1.70 63% 281, y 61 P 
COE eee eee ee OUR Soon cos kaccccasbessesden b50485858- 0.53(b) 0.57(b) 1.00 36 267 36 
American Smelting & Refining. ....... Produces lead alloys. Owns large interest in Revere Copper & Brass.. 1.51(b)  3.01(b) 4.05 103 563% 101 





(a)—Fiscal year ended May 31. 


(b)—6 mos. to June 30. NF—Not available. 
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Air view of Rio de Janeiro, Brazil, and part of the harbor 


Our Stake in Latin Ameriea 


BY DR. MAX WINKLER 


= exactly eight years ago, Presi- 
dent elect Herbert Hoover entered upon 
a tour through a number of countries 
south of the Rio Grande for the purpose of 
obtaining “a clearer conception of the situa- 
tion obtaining in the various Latin-Ameri- 
can republics.” In an address at Lima, 
capital of the Republic of Peru, Mr. Hoover stated: 

“I have had the hope and the aspiration that I could 
serve in some way to further reinforce the structure of 
peace and friendship, the unity of ideals which have re- 
mained unbroken since the birth of our republic. I have 
thought that I could better prepare myself for the task 
by a widened knowledge of the men and problems of our 
sister republics.” 

It is sadly ironical to think that Mr. Hoover’s obser- 
vations at Lima synchronized with the approval by his 
State Department of a loan of $23,000,000 to the Repub- 
lic of Bolivia, the proceeds from the sale of which were 
to be employed to pay for war supplies and ammunition 
which the Republic had ordered from the British firm 
of Vickers, Ltd., and to build a military road along the 
Paraguayan border. While Mr. Hoover was endeavor- 
ing to “reinforce the structure of peace” his associates 
were enabling our neighbors to start hostilities. 

Conditions have undergone a profound change within 
the past eight years. The American republics are grad- 
ually recovering from the effects of the economic crisis. 
and given peace and tranquillity should be able to 
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develop their vast resources, thus creating 
a period of prosperity which is fully war- 
ranted by the extent of their natural riches 
and the energy and industry of the people. 
The United States is in a position to aid 
the other twenty American republics in 
attaining the above objective and it is 
doubtless with this in view that the nation’s Chief 
Executive is attending the forthcoming Inter-American 
Conference which convenes at Buenos Aires December 1. 

America’s interest in her neighbors is more than aca- 
demic. Well over five billion dollars of American funds 
are invested in the obligations of Latin-American gov- 
ernments and their subdivisions as well as in plants and 
properties located within the various Latin-American 
countries. Of the former substantially more than one 
and one-half billion dollars are outstanding in the United 
States, and only slightly more than one-fifth is receiv- 
ing interest in full, while more than 40 per cent is in 
complete default, the remaining 40 per cent being ser- 
viced only in part. Peace and the organization of an 
effective peace machinery for the Western Hemisphere 
are expected to occupy an important part of the agenda. 
This is in line with recent remarks by President Roose- 
velt: 

“Among the nations of the great Western Hemisphere, 
the policy of the good neighbor has happily prevailed. 
At no time in the four and one-half centuries of modern 
civilization in the Americas has there existed .. . a 
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The Status of Latin American Dollar Bonds 








ARGENTINA Fed. Govt. 


Provinces Municipalities 


Amount Issued. .......seeessee0+ $289,800,000 $102,601,500 


Amount Outstanding............. 247,200,000 
Amount Rec. Full Int.............. 247,200,000 
Amount Rec. Partial int............  secccccces 
BOLIVIA 
Amount Issued......... kesenwes 68,400,000 
Amount Outstanding............. 59,422,000 
Amount in Complete Default....... 59,422,000 
BRAZIL 
PON Bane... scnecccccces +++ 198,300,000 
Amount Outstanding............. 166,500,000 
Amount Rec. Full int.............. 21,800,000 
Amount Kec. Partial Int............ 144,700,000 
Amount in Complete Default....... 9. ......... 
CHILE 
PRIDE cnn sc nenncnncscssce 247,912,000 
Amount Outstanding............. 244,160,000 
Amount in Complete Default....... 244,160,000 
COLOMBIA 
SE ae 79,000,000 
Amount Outstanding............. 65,001,000 
Amount Rec. Full Int.............. 3,000,000 
Amount in Complete Default....... 62,001,000 
COSTA RICA 
Ck , 11,397,956 
Amount Outstanding............. 10,400,000 
Amount in Complete Default....... 10,400,000 
CUBA 
Amount Issued. ................. 180,500,000 
Amount Outstanding. ............ 103,700,000 
Amount Rec. Full Int............. 63,700,000 
Amount in Complete Default....... 40,000,000 
DOMINICAN REPUBLIC 
SUR MIINN 356550. sicbon wads ee 20,000,000 
Amount Outstanding.............. 12,100,000 
Amount Rec. Full int.............. 12,100,000 
ECUADOR 
LIL, cchnScwserncesecns 12,282,000 
Amount Outstanding.............. 10,722,000 
Amount in Complete Default....... 10,722,000 
GUATEMALA 
Se 2,515,000 
Amount Outstanding............. 2,200,000 
Amount Rec. Partial Int............ 2,200,000 
MEXICO 
eee 151,246,300 
Amount Outstanding............. 151,246,300 
Amount in Complete Default....... 151,246,300 
NICARAGUA 
OS eer 2,500,000 
Amount Outstanding............. 2,500,000 
Amount Rec. Full Int.............. 2,500,000 
PANAMA 
PRN cpnacheeosabseses 19,500,000 
Amount Outstanding............. 17,400,000 
Amount Rec. Full Int.............. 3,700,000 
Amount in Complete Default....... 13,700,000 
PERU 
SUN 5 asin ns bea op oi 90,000,000 
Amount Outstanding.............. 81,300,000 
Amount in Complete Default....... 81,300,000 
SALVADOR 
NN cca ciccepaawsewee 16,500,000 
Amount Outstanding............. 12,600,000 
Amount Rec. Partial Int............ 12,600,000 
URUGUAY 
OS ae ae ne 56,586,000 
Amount Outstanding.............. 52,947,500 
Amount Rec. Partial Int............ 52,947,500 
Amount in Complete Default....... 9... 0.4... 
TOTAL LATIN AMERICA 
PIR ccecnewccncwesecce 1,490,969,756 
Amount Outstanding.............. 1,249,198,800 
Amount Rec. Full Int.............. 363,800,000 
ON, 4 Se 24.40 
Amount Rec. Partial Int............ 212,447,500 
ISS A 7)” en 30.47 
Amount in Complete Default....... 672,951,300 
Ty a eee 45.13 


73,000,000 
5,800,000 
67,200,000 


171,610,000 
123,000,000 


60,000,000 


6,750,000 
6,750,000 
6,750,000 


1,200,000 


349,811,500 
262,750,000 
25,800,000 
7.37 
168,200,000 
72.99 
68,750,000 
19.64 


$28,017,000 
16,400,000 
12,700,000 
3,700,000 


57,600,000 


21,200,000 
20,500,000 
20,500,000 


26,085,000 
22,150,000 


4,300,000 
4,300,000 
4,300,000 


11,171,000 
10,400,000 


165,863,000 
134,800,000 


Total 
$420,418,500 
336,600,000 
265,700,000 
70,900,000 


68,400,000 
59,422,000 
59,422,000 


441,500,000 
347,100,000 
41,800,000 
303,300,000 
2,000,000 


296,112,000 
264,660,000 
264,660,000 


172,435,000 
147,151,000 

3,000,000 
144,151,000 


11,397,956 
10,400,000 
10,400,000 


180,500,000 
103,700,000 
63,700,000 
40,000,000 


20,000,000 
12,100,000 
12,100,000 


12,282,000 
10,722,000 
10,722,000 


2,515,000 
2,200,000 
2,200,000 


162,296,300 
162,296,300 
162,296,300 


2,500,000 
2,500,000 
2,500,000 


20,000,000 
17,800,000 

4,100,000 
13,700,000 


94,500,000 
85,500,000 
85,500,000 


16,500,000 
12,600,000 
12,600,000 


67,757,000 
63,347,500 
52,947,500 
10,400,000 


2,006,644,256 

1,646,748,800 

402,700,000 
20.13 


802,101,300 
40.10 











greater spirit of mutual understand. 
ing, of common helpfulness and of 
devotion of the ideals of self-goverp. 
ment than exists today. .. . There jg 
neither war nor rumor of war nor de- 
sire for war . . . the inhabitants of this 
vast area believe in, and propose to 
follow, the policy of the good neigh- 
bor.” 

Examination of the budgets of our 
southern neighbors does not convey 
a very gratifying picture to those why 
are genuinely interested in the pro- 
motion of peace. Nineteen of the 
twenty Latin-American _ republics 
spend annually well over 170 million 
dollars for military purposes. If the 
forthcoming peace conference is going 
to accomplish what its sponsors hope 
to achieve, all the money which is 
now being expended for distinctly 
non-productive purposes might be 
utilized in the future for constructive 
and revenue producing projects. It 
is worth bearing in mind that 170 
million dollars is well over 10 per cent 
on the total of Latin-American gov- 
ernment, state and city debts, owing 
to the American investors, institu- 
tions as well as individuals. Argen- 
tina and Haiti are the only Latin- 
American governments which are 
promptly and faithfully meeting the 
full service on their direct and con- 
tingent obligations. However, most 
of the political subdivisions within 
the Republic of Argentina, including 
the leading provinces, are either in 
complete or partial default. Bolivia 
continues in complete default on ali 
her external engagements. Brazil, as 
well as the leading political subdivi- 
sions, are in partial default with re- 
spect to their commitments, while 
some of the provinces and municipali- 
ties continue in complete default. 

Chile is in complete default on her 
outstanding debt; the recent proposal 
to pay a mere fraction of the interest 
due bondholders is virtually equiva- 
lent to outright repudiation. Colom- 
bia as well as all political sub-divi- 
sions continue in complete default. 
The same is true of Ecuador and 
Peru. The Republic of Uruguay is in 
partial default with respect to its oul- 
standing dollar bonds, while the capi- 
tal and principal city, Montevideo, 1s 
in complete default on its dollar debt. 
Venezuela has the unique distinction 
of being the only country in the 
Western Hemisphere without any 
foreign debt. 

Costa Rica, which had entered into 
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an agreement with a group, presumably speaking for 
the American holders of Costa Rican obligations, where- 
by interest on the outstanding debts of the Republic 
was to be paid at the rate of 50 per cent of the amount 
stipulated in the original loan agreement has once again 
found it necessary or convenient to disregard rights and 
privileges of American creditors. Cuba continues in 
complete default on the so-called Public Works 5s of 
1945 although the revenues specifically hypothecated for 
the service of the bond issue are substantially in excess 
of requirements. 

Interest on bonds of 
the Dominican Repub- 
lic has been met prompt- 
ly to date, which is not 
surprising considering 
the circumstances under 
which bonds were origi- 
nally floated and ( 
also the protection 
which bonds enjoy, 
due to the super- 
vision of the Re- 
public’s financial] . :; 
and economic af- \\ ones 
fairs by the U. S. ; A 
Government. SE. ary: 
However, an agree- Ps 
ment was signed if Sad, I 
in the summer of 
1934, presumably LRA HP 
for the benefit of American hold- 
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will be justified in viewing the future of their commit- 
ments with a considerable measure of optimism. With 
United States-Latin-American commerce showing a sub- 
stantial balance of trade in favor of Latin-America, it 
appears that the United States is a far more logical place 
for the southern republics to seek financial accommoda- 
tions than Great Britain, which is still selling more in 
the aggregate to Latin-American republics than she is 
buying them. 
It will be objected, particularly by victimized bond- 
holders, that since our first adventure in foreign 
financing was so disastrous, it would be foolish to 
risk another. Seeing that many domestic issues have 


that there is no need to travel thou- 
sands of miles to lose money. But 
it is nevertheless quite possible to 
show convincingly that the 
foreign investments of the 
United States 
have actually 
resulted in real 
and tangible 
benefits to the 
country at 
large. The 
marked expansion 
in America’s for- 
eign trade during 
the years 1920-30 
and the resultant 
profits to the 


Ww mow not given a better account of themselves than for- 
PRS Se PA eign loans, a cynic might point out 
“ : 
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sinking fund payments are re- Wore e "Ze American are di- 
duced to mere fractions of the it (FE ei, rectly traceable to 
original amounts, to the end that {iI Pa ci America’s ability 
bonds will mature from 20 to 30 : “Te UG and willingness to invest abroad. 
years later than the date original- oy SS It may be further objected that 
ly fixed. Valparaase: “= s those countries which have de- 
A recent agreement was en- tf SS faulted on their dollar obligations 
tered into between Guatemala ff are no longer worthy of credit and 
and an American banking house \K their demands should therefore be 


relative to the external debts of 
the Republic. Bondholders were 
called upon to make very substan- 
tial concessions. 

Mexico continues in complete 
default on all its obligations. It is 
of interest that no consideration is 
given to the external indebtedness 
of the Republic even though con- 
ditions in the country have im- 
proved sufficiently to warrent resumption of payments. 
_ The Republic of Nicaragua appears to be meeting 
interest on its external loans while El Salvador is dis- 
charging only part of the interest stipulated in the 
original loan agreement. Panama is in complete default 
with respect to more than three-quarters of her direct 
and contingent commitments. 

Hf, as is confidently expected, the Buenos Aires Con- 
ference will result in the creation of an effective peace 
machinery for the Western Hemisphere, justifying our 
southern republics drastically to reduce excessive mili- 
tary expenditure, holders of Latin-American. obligations 
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rejected if we resume foreign lend- 
ing. However, the London market 
has always been ready to assist de- 
faulters, not once, but twice and three times in succes- 
sion. The result has been continued good relations, 
expanded trade and reduction of losses. 

America’s most logical and profitable field of action 
is in the Western Hemisphere—not in Europe, torn 
asunder by national antagonism, political animosity, and 
racial hatred, now reverting to a state resembling that 
of quattrocento Italy, with all her horror and misery 
but without the saving grace of her effulgence and glory; 
not in a continent where debt covenants are hedged 
around by political conditions calculated to undermine 
the lender’s own economic structure. But in extending 
credits to our southern neighbors we must contrive some 
means to insure that they will be used for the financing 
of constructive and strictly revenue-producing projects, 
affording a stimulus for the maintenance of America’s 
commerce and providing new sources of income for the 
faithful discharge of whatever obligations we may enable 
our neighbors to contract. 












ie in. Washinat 


BY E. K. T. 





WASHINGTON SEES 


Administration seeking to spread recovery 
benefits. 


Future economic legislation based on con- 
trolling and guiding business activity. 


Tax revision seriously considered. 


Efforts to prevent business improvement 
from causing speculative boom. 


Increased co-operation between business and 
government. 


Farm program far from decided. 


Permanent relief and employment program 
being drafted. 





Preparation for Congress, month hence, now occupies 
administrative officials during President’s absence. An- 
nual reports released currently make some suggestions 
for new legislation, more will be made in January. No 
definite slate of legislation is being made up, none is 
expected, but on his return to Washington the Pres- 
ident may round up a few of his aides’ suggestions for 
inclusion in message to Congress. 

Trend of New Deal next four years will not be blue- 
printed in advance but will be unfolded from time to 
time. Thus, relief and works program for coming year 
will not be in the budget but will be presented to Con- 
gress in the spring. 


Roosevelt's economic objectives center around making 
business improvement steady and diffuse, flattening out 
business cycle and insuring larger number of individuals 
benefits of prosperity. Little, if any, revolutionary legis- 
lation felt needed to accomplish this as existing New 
Deal laws form a good framework. Old laws therefore 
will be tested against this objective and strengthened or 
weakened accordingly. 
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“Return of prosperity" officially noted by President 
in using this phrase in letter to A. F. of L. Convention, 
It is significant. Means “depression emergency” no 
longer will be used to jam through reforms. Basis of 
future reforms will be plea to keep prosperity on even 
keel, prevent speculative inflation, give workers and 
stockholders greater share of wealth as currently pro- 
duced by nation’s industry. 


Tax revision prospects, judged by above formula, call 
for retention of principle of undistributed corporation 
surplus tax because (a) it distributes the wealth and 
(b) it has a tendency to force plant additions to come 
from new borrowings rather than from withheld earn- 
ings, thus putting big and small companies on more 
even basis for expansion and providing the check of the 
collective investing public’s judgment as to wisdom of 
particular expansion plans. 

However, Congress may modify this tax somewhat, 
especially to permit deduction for earnings ploughed 
back in business, within certain limits, and to aid com- 
panies who can show need to divert earnings from stock- 
holders to capital or debts. 


Capital gains tax will be measured by same yard- 
stick—i.e., effect on stability and spread of recovery. 
Feeling in administration circles now is that this tax 
prevents natural leveling off of securities market because 
big holders can’t afford to sell at current high quotations 
on account of tax liability. Outright repeal not ex- 
pected (would entail big revenue loss) but several 
forms of modification being discussed. 


“Boom psychology" is feared by the administration. 
Officials don’t want gratifying current high security 
prices to develop into run-away speculation. But on 
other hand they don’t want to discourage sound busi- 
ness expansion and optimism. Every means by which 
government can influence credit and market canditions 
will be used to prevent speculative inflation, including 
Federal Reserve open market policy, excess bank reserves, 
margin requirements, S E C regulations, foreign ea- 
change control. 


Budget plans, nearly completed before President left 
the Capital, include no drastic cuts in outgo but will 
stress increased revenue side, forecasting early end to 
borrowings. Message probably will be reversal of policy 
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of last three of purposely predicting high national debt. 


Co-operation with business is being sought by the 
administration in various ways, direct and _ indirect. 
Word has been passed that business men will not be 
“in dutch” with the administration if they find it in- 
convenient to attend meeting of Council for Industrial 
Progress called by Major Berry to coincide with New 
York conferences of industrial leaders. 


Excess bank reserves now constitute greater problem 
than last summer when reserve requirements were 
raised. If present situation continues into January 
Reserve Board may be expected to boost requirements 
again and reduce Reserve system’s holdings of govern- 
ment securities. 


Freight rate question will be open matter before 
J.C. C. for many months as result of commission’s triple 
action in denying carriers right to file higher rate sched- 
ules despite scores of outstanding orders, setting hearing 
on matter of making these increases in regular fashion, 
and reopening question of continuing emergency sur- 
charges beyond present expiration date December 31. 
This gives shippers and carriers about even breaks. 
Roads have chance to secure additional revenue on 
showing of need to meet costs, but must justify pro- 
posals in face of opposition from shipping interests. 


Social Security validity under federal constitution 
was not decided in New York unemployment insurance 
law case before Supreme Court. This will come later. 
Meanwhile decision may spur other states to enact 
similar statutes and other social legislation. Feature of 
New York law was that it did not rest on federal social 
security law, although several similar state plans are 
so worded as to cease if federal law ceases. Situation 
therefore is that a state can tax for unemployment 
benefits but still questionable whether federal govern- 
ment can force such laws as it is now doing through 
payroll tax. 

Heavy penalties on both employers and employees for 
failure to register promptly under old age section of 
social security law will not be imposed because of 
enormity of task and short time involved. 


Farm Program for 1937 still undetermined. Adminis- 
tration wants to try crop insurance on wheat as experi- 
ment. Farmers approve but only lukewarm; many in- 
sist on production control and cash benefit payments 
either for soil conservation or acreage reduction as under 
invalidated A A A. 

Aid for tenant farmers and sharecroppers will be big 
Issue in next Congress. Bankhead bill for government 
to sell farms to tenant, Tugwell plan for federal mort- 
gages to tenants, Wallace idea for less costly and exten- 
sive help all being considered by special committee ap- 
pointed by President. 


Tugwell's resignation means: removal from public life 
of chief “brain truster” rightly or wrongly believed by 
business to be source of most radical economic reform 
ideas of administration; less prominence “class room 
theorists” in New Deal circle; division of Resettlement 
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Better sharing of nation’s income, the 
President holds, must go hand in hand with 
increase in prosperity if recovery is to be 
permanent. Here are the controls designed 
to accomplish it: 

(1) Continued high taxes on individual 
and corporation income to permit govern- 
ment to “distribute the wealth” to less for- 
tunate; (2) more or less permanent relief 
and public works program at federal ex- 
pense; (3) aid to tenant farmers; (4) sub- 
sidized slum clearance and low-cost housing; 
discouragement of huge corporation salar- 
ies; (5) minimum wage standards; greater 
employment spread through elimination of 
child labor and reduction in hours; low in- 
terest rates; (6) fostering small business 
units as against monopolistic tendencies. 





Administration among several departments; improved 
chances for enactment of mild and workable food and 
drug bill. 


Permanent unemployment program is in formulation, 
but with more deliberation than characterized discus- 
sion in earlier years. Administration still feels that in- 
dustry is not doing all possible to employ more. Work 
relief, C C C, will be continued in some form, perhaps 
with more local co-operation, more effort to restrict to 
most needy, though attitude persists that government 
is responsible to see that all have jobs. Program of 
major public works will also be continued. Some form 
of census or registration of unemployed will be adopted. 


Show-down on power policy of government still dis- 
tant as utility executives insist administration define 
aims, methods and scope of attempts to reduce electric 
rates. On this issue liberals and moderates in New Deal 
circles are more divided than on any other. 

Major utility holding companies are not expected to 
register under holding company law despite hopes of 
S E C officials following registration of one such. 


Company unions are target of recent Labor Board rul- 
ings. N L RB seems determined to go limit of Wagner 
act to prevent employers using shop committees as foil 
for union organization, probably to offset strength of 
company unions in steel and auto plants. 


Housing coordination now seems probable. While ad- 
ministration will insist on federal aid to municipalities 
for low-cost housing, there is increased disposition to 
work with private industry to avoid harmful competi- 
tion and to decentralize supervision, giving local powers 
more authority. 
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Timken Roller Bearing Appraised 


BY WARD GATES 


je unique bearings made by the Timken 
Roller Bearing Co. have long had a 
profitable market in the automobile indus- 
try and are increasingly used in railroad 
cars and locomotives, and in a great va- 
riety of industrial machinery. For added 
diversification, Timken also makes pre- 
mium-quality specialty steels, seamless 
tubes and a patented rock bit. 

Therefore Timken may be considered a 
motor accessory company, a railroad equip- 
ment company, a steel company and a 
machine tool company. While the bulk of 
its profits are still derived from the motor 
industry, it is self-evident that the con- 
census of investment and speculative opin- 
ion holds that there are dynamic possibili- 
ties in its railroad and industrial outlets—self-evident 
because the market accords to Timken a much higher 
appraisal of current earnings per share than it does 
either to other so-called motor accessory stocks—many 
of which likewise are no longer wholly dependent on the 
automobile trade—or to the leading motor stocks. 

Thus, Timken is expected to earn approximately $3.75 
per share this year and is currently priced at 73, which is 
more than 19 times earnings. General Motors, itself 
substantially diversified but still getting most of its 
profits out of automobiles, is priced at only 12 times 
earnings. Borg-Warner, which has carried diversifica- 
tion to the point where more than 40 per cent of its 
volume is outside of motor products, is priced at less 
than 14 times earnings per share. 

Evidently the market not only thinks that for the 
longer future Timken’s best bet for expansion of earn- 
ings is in its non-automotive business but that its pros- 
pective railroad and industrial markets are a better bet 
than the consumer markets at which General Motors 
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Photo from Nesmith 
Timken Roller Bearings are being used more and more in paper 
making machinery and other industrial equipment. 


and Borg-Warner chiefly aim with their electric refrig- 
erators and other non-automotive products. 

On any other reasoning one would have to conclude 
that the stock market consensus is haywire—as it some- 
times may be—and that Timken shares are quite gener- 
ously priced. 

It is true that recovery in the motor industry has been 
mainly responsible for the sharp recovery in Timken 
earnings over the past two years and was chiefly re- 
sponsible for the stock’s 1935 advance from a low of 
283% to a high of 7214—a high exceeded only recently 
after a rather quiet 1936 range between 56 and 741. 

It is also probably safe to assume that the motor in- 
dustry will have a 5,000,000-car year in 1937 and that 
this will further improve Timken earnings—but the 
automobile prospect is more than discounted in the 
present quotation of Timken stock, since it is relatively 
much higher than either General Motors or Chrysler. 

Hence, if you buy this equity, you should be well 
aware that you are betting on its potentialities outside 
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of the motor industry. To make that still clearer, it is 
evident—although Timken does not publish sales fig- 
ures—that its motor business is bigger than it was in 
1929, but earnings per share in 1929 were $5.88 as 
against estimated $3.75 for this year. Lower prices on 
motor bearings obviously enter the picture. Timken’s 
two big motor customers are Chrysler and Ford, both 
hard bargainers. General Motors makes its own bear- 
ings. Chrysler sales this year will equal or exceed $675,- 
000,000, as compared with only $375,000,000 in 1929. 
Ford dollar sales are not published, but even allowing for 
a smaller percentage of the total market than this com- 
pany had in 1929—probably some 26 per cent against 
34 per cent in 1929—it is clear that Chrysler-Ford busi- 
ness combined, the present biggest market for Timken, 
is fully equal to or above the 1929 level, while Timken 
earnings, as estimated for this year, are more than 50 
per cent under their 1929 high. 

Of course, lower profit margins on motor business are 
not the whole story. Timken’s non-automotive products 
are largely dependent upon the demand for capital 
goods, which almost disappeared at the bottom of the 
depression and which still is sub-normal. By the same 
token, dynamic expansion in Timken earnings will de- 
pend on further expansion in capital goods, plus a 
larger application of Timken products in this revived 
market. 

On the favorable side, the prospect for expansion of 
our capital goods industries is now the brightest in many 
years. The cumulative shortage in capital goods amounts 
to many billions of dollars. The sellers’ markets already 
existent in some lines, with demand taxing production 
facilities, indicates very plainly that to serve expanding 
markets over the next several years there must be 2 
great expansion in efficient facilities for manufacture and 
transportation. Spurring this expansion, on the one 
hand, is the great technical improvement in capital 
goods equipment developed in our industrial laboratories 
under the pressure of hard times, and, on the other hand, 
the urge for more economical produc- 
tion and transportation to offset the 
profit-curtailing tendency of rising 
costs of labor and materials. 

Timken’s non-automotive products 
will be a natural beneficiary of the 
coming phase of capital expansion, into 
which the present final stage of post- 
depression recuperation probably will 
merge during the coming year. At a 
minimum, there should be at least sev- 
eral years of capital goods expansion 
ahead—and, given sound administra- 
tion of credit policy at Washington, 
there is no reason why our recaptured 
prosperity should not endure longer 
than most periods of past good times. 
It must be remembered that every in- 
dustrial advance in the past culmi- 
nated in a credit strain, with rising 
money rates. With the amount of 
credit going into the speculative mar- 
kets rigorously limited for the first 
time in our history, and with the credit 
base far bigger than ever before, it is 
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difficult to conceive of a shortage of industrial and busi- 
ness credit developing for many years. It is, of course, 
possible that unsound price policies or over-ambitious 
regulation of wages and hours could retard or limit capi- 
tal goods expansion, but so far as the basic monetary 
factors are concerned there is no reason why this coun- 
try will not achieve a level of economic activity sur- 
passing that of 1929 by as big a margin as the 1929 
activity surpassed 1919, or the 1919 level surpassed 1909. 

Timken is in a position to make the most of favorable 
conditions. Its products in their smaller field enjoy a 
repute and a good will that may be likened to that at- 
taching to such names as Westinghouse, or General 
Electric or General Motors. Its bearings, useful in the 
almost innumerable applications where friction must be 
overcome, are semi-monopolistic and are of such quality 
that the special steels which Timken has had to develop 
for its own use have readily found an added general 
market. The company’s position has been further bol- 
stered by aggressive national advertising and by vigilant 
and effective laboratory research. 

Timken’s earning capacity in relation to its property 
investment is unusually high. For example, in 1929 the 
company’s capital facilities, less depreciation, were car- 
ried at $23,206,000 and net profit was $14,155,000. At 
the close of 1935 property account, less $18,632,000 
depreciation reserve, was only $15,370,000 and profit for 
the year was $7,483,000. Cash or equivalent balance 
sheet items alone—amounting to more than $16,615,000 
when last reported—exceed fixed investment. Current 
assets of $28,782,000 contrast with current liabilities of 
only $3,100,000, a ratio of better than nine-to-one. 

Indeed, relative to the scope of its business, few com- 
panies have equalled Timken in maintenance of financial 
position. At the bottom year of the depression, 1932, 
working capital did not fall below $18,544,000—or only 
some $4,000,000 less than at the close of 1929—and by 
the close of last year working capital had reached a new 
high in the company’s career at more than $25,683,000. 





A New York Central Streamliner on Timken Bearings 








Surplus account of $41,042,000 compares with $40,457,- 
000 at the close of 1929. Hence the company’s financial 
strength and liquidity are such as would dictate a gen- 
erous dividend policy even were there no Federal tax 
on undistributed profits to lend a compulsory touch. 

It is to be doubted that either present profits or those 
of 1929 are an accurate measure of Timken’s ultimate 
earnings potentialities. The reason it is difficult, if not 
impossible, to estimate future earnings is that Timken 
did not have a chance to demonstrate maximum earning 
power on facilities expanded rapidly in the late years 
of the last boom before depression cut down volume. 
For the several years before 1929 the company plowed 
back large amounts of surplus profits into expansion of its 
alloy steel making capacity and its industrial bearings 
division; and at the same time engaged in costly experi- 
mental work with railroad 
bearings. Morever, extraor- 
dinary charge-offs in the 
years 1928 and 1929 tended 
to obscure actual profit- 
making ability. 

Thus, when business ac- 
tivity fell away in the de- 
pression, Timken possessed 
manufacturing facilities with 
a much bigger earnings ca- 
pacity than it had had op- 
portunity to demonstrate. 
Nor has recovery in capital 
goods yet reached a point 
capable of employing those 
facilities at maximum. When 
they are again fully engaged 
—as we are convinced they 
will be over the next year 
or two—it is a reasonable 
surmise that the company 
probably will earn more 
than it ever did in the past, 
even allowing for lower rate 
of return on automobile 
business than was garnered 
in the 20’s. 
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ticipation being offered to the public only in 1999 
through sale of a one-third stock interest. The Timken 
family is still largely represented through H. H. Timken, 
chairman of the board of directors, and floating supply 
of the stock is not large, normal volume on the Ney 
York Stock Exchange recently having run only 8,009 
to 10,000 shares a week. 

Timken’s entrance into the manufacture of alloy 
steels and commercial alloy tubes was a “natural.” It 
needed high grade steels for its own use and it was 
necessary that it be assured of large supplies of uniform 
specifications. This was difficult as war demand boomed 
steel demand, so Timken started making its own alloy 
steels in 1915 with an initial capacity of 40,000 ingot 
tons a year. As the business expanded and new appii- 
cations developed, Timken began to supply specialty 
steels to some of its bearings 
customers. Subsequent years 
brought rapid additions to 
electric furnace and_ open 
hearth steel making capac- 
ity and Timken became the 
largest electric furnace steel 
maker in the country. Its 
steel capacity by 1928 was 
300,000 tons a year. 

Similarly the expansion in 
tube making developed out 
of the company’s own needs, 
Timken having early in- 
stalled a mill to make the 
seamless tubes from which 
the cages are cut for spacing 
the rollers in Timken bear. 
ings. Use of alloy tubes in 
the petroleum industry grew 
rapidly during the late years 
of the 20’s and this industry 
now constitute’s one of 
Timken’s most promising 
markets. 

Use of roller bearings in 
railroad rolling stock is still 
in its infancy, though they 
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Indeed, without stretch- Modern high-speed continuous hot strip mill equipped with = are installed on several hun- 
ing our imagination unduly, Timken Bearings on all back-up and work roll necks dred locomotives and in 


we can see probability of 

Timken earning $8 or $10 a share under favorable 
conditions—and it is this potentiality, rather than 
current earnings of less than $4 a share, that accounts 
for the current market quotation of 73. 

Like Studebaker, the Timken business was born be- 
fore the day of the motor industry, having been 
launched at St. Louis in 1898 by Henry H. and William 
R. Timken as the Timken Carriage Works. It was in- 
corporated under the laws of Ohio in 1904 under the 
name Timken Roller Bearing Axle Co. The present 
name Timken Roller Bearing Co. was taken in 
1909. 

Advent of the motor car on a mass production basis 
was the making of the enterprise because use of anti- 
friction bearings was imperative and Timken’s roller 
bearings were unique. The enterprise was for years a 
family affair—and source of a big family fortune—par- 


several thousand passenger 
cars. The potentialities in this field, however, are large 
for the trend in railroading is toward radically improved 
rolling stock to meet the requirements of greater speed 
and more efficient service. Judging from the orders 
coming to hand during the past year of fast revival in 
railroad buying of equipment, Timken bearings are going 
to be increasingly specified in locomotives and cars and 
the volume of such new equipment will have to be 
large for several years to make up for the accumulated 
deficiency in serviceable locomotives and cars. 
Statisticians, of course, have long been talking about 
the vast potential demand for modern, economical |loco- 
motives and improved passenger and freight cars. It 
has been estimated that for the period 1926 to 1929 
the cost of operation of locomotives accounted for more 
than 30 per cent of the total railway operating expenses 
of the Class I roads. Obviously, this means that there 
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huge saving by retiring PRICE &E ARNINGS REC ORD struction are small Po- 
obsolete rolling stock tatoes in comparison 
and replacing it with 14 with what could be 
the more efficient equip- saved by reducing fric- 
ment made available by 120 tion to a minimum, both 
rapid engineering prog- in. passenger and freight 
ress during recent years. 10 operation and especially 

Qne way to_— get < in the latter. 

cheaper service is to im- = 80 That is why railroads 
prove the motive power. = placing orders for new 
This has been done, with “ 6 locomotives and _pas- 
much fanfare of public- 2 senger cars these days 
ity, in streamlined, Die- a are specifying Timken 
sl-powered trains—but “quad” type bearings 
there has been just as and boxes. That is why 
great progress in the de- . it seems logical to be- 
sign of steam locomo- lieve that some day 
tives, which are still the | there should be a big 
work-horses of railroad- (f = market for Timken 
ing. One side of this | = INGS bearings in the prosaic 
advance is to make more | « ieee ie freight car, for no mat- 
powerful engines. The - ter how efficient a loco- 
other side, equally im- 9 motive may be _ there 
portant, is to make the > will always be a waste- 
load easier to pull. That < ful load added to any 
is where bearings come 5 DEF train which is carrying 
into the picture. It 1929 1930 1931 1932 1933 1934 1935 1936 the unseen dead-head— 
took a powerful ox to needless friction. 

pull the ox-carts of our At the end of last 
great grandfathers. That was not because the carts year only 9 per cent of the locomotives in use were less 


were so heavy but because of the drag of friction as 
wheels turned directly on axles—friction only partially 
overcome by repeated applications of axle-grease. If 
there had been Timken roller bearings between the 
wheel hub and the axle on those ancient carts they 
could have been pulled with the greatest of ease by a 
small burro. 

Today virtually all freight cars in use and the great 
majority of all passenger cars and locomotives are still 
in the ox-cart era in that their only defense against 
friction is the ancient one of grease on axles. There is 
drama and glamor in streamlined trains. They make 
pretty pictures and catch the public fancy—but the 
possible economies to be had out of reducing wind re- 
sistance on the moving train or out of employing lighter 


than ten years old. A big majority were more than 
twenty years old. There is similar obsolescence in 
freight and passenger cars. The railroads have been 
fully alive to these facts, as well as to the savings that 
could be had through modern equipment—but it takes 
rising rail revenues to translate a potential demand into 
effective demand. The best news for Timken in a long 
time is that rail revenues are rising and that the roads 
are again spending money. As this is written, the New 
York Central has placed orders for 100 locomotives— 
all railroads together bought only 12 in 1932—and the 


‘Rock Island has ordered six stainless steel passenger 


trains. For 1936, including some 50 Diesel-electric and 
electric locomotives, total locomotive orders will 
probably reach 450, thus (Please turn to page 252) 
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Net Net Per Div'd Number of Price Working Cash and 

Income Share Pai Shares Range Capital Securities 
RIN SI Ce) Se Ss $8,474,103 $7.06 $4.50 1,200,882 8534-4472 $19,173,682 $15,476,000 
DE ioe ioc se Raia ea 9,554,397 7.96 5.00 1,200,882 14214-78 21,540,790 17,397,000 
ESE ne es re 13,730,145 11.43 5.25 1,200,882 154 -1125/ 22,605,992 17,633,000 
LASSE IS ore tee ee ce 14,155,415 5.88 3.00 2,407,824 (B) 13934-5814 22,560,335 13,635,000 
ESS ERIRE Pree ane Fer et 7,524,122 3.12 3.00 2,411,842 8914-401/2 22,335,275 14,546,000 
DR iy ante peeves tans s 2,571,242 1.07 2.00 2,411,638 59 -1614 20,343,131 14,037,000 
eRe ee ened sr Sd (d) 482,828 (d).20 1.37% 2,411,330 23-71% 18,543,688 13,556,000 
Ep ae een 2,172,851 -90 -70 2,411,380 3514-13% 21,256,639 14,210,000 
Rae ee eee Sn Any ss 3,486,056 1.45 .90 2,411,380 41 -24 24,457,235 16,455,000 
eee Rei hotly did 7,483,602 3.10 1.25 2,411,380 7214-2834 25,682,442 16,616,000 

hy eee 9,000,000(Est.)  3.75(Est.)  2.25(a) 2,411,380 (a)7414-56 NF NF 
(a)—Up to Nov. 25. (B)—After 2-for-1 split. NF—Not available. 
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Woarxeven anything is pushed hard from one side and 
pulled hard from the other the progress is. always apt 
to be impressive. Within recent years capital has been 
pushed out of Europe by political and economic un- 
settlement, fears of impending devaluations, war clouds 
and other causes calculated to frighten a creature notably 
timid; at the same time it has been pulled towards 
the United States by the lure of expanding business 
profits. Estimates of the foreign capital invested in 
our country have been upped to the huge figure of 
$7,200,000,000 and fears have been expressed by the 
President himself lest the sudden withdrawal of any 
large part of this sum strain our security markets and 
impede our newly-found prosperity. 

To avoid the possible danger, however, involves many 
difficulties—difficulties that must be recognized and 
faced if we are ever to solve one of the most vexing 
economic problems besetting governments today. It 
is not merely a question of putting an embargo on gold 
exports, or having them handled only by the stabiliza- 
tion fund as Secretary Morganthau announced only 
the other day that we were going to do. As a matter 
of fact an embargo on gold exports would only add fuel 
to the flames should there develop any serious flight 
from the dollar. This is because securities would be 
sold and the money transferred, regardless; and with a 
gold embargo in effect such a transfer would mean 
merely a wide-open break in dollar exchange and a 
renewal of the threat of general international currency 
depreciation. 

No, if we are as frightened of foreign funds as some 
of us seem to be, there is only one thing to do: control 
the exchanges. And to control the exchanges, one 
must control them. It means the regimentation and 
regulation of the foreign exchange transactions of all 
the banks. It would mean that a bank with a sterling 
balance in London could not exchange part of such 
balance for dollars. It would mean that banks in this 
country could not freely buy the sterling draft offered 
by an exporter of cotton who was shipping his product 
to Liverpool. It would mean also some control over 
individual transactions in foreign exchange and the 
erection of safeguards lest there be built up bootleg 
foreign exchange facilities. Then there is always the 
possibility, perhaps probability, of exchange regulation 
materially hampering customary and perfectly legiti- 
mate international trade and financial transactions. 
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Would this be more control that we want, concedin 
the danger in the present state of every man for hin. 
self? However, Germany has it and we undoubted 
‘an have it if we so desire. But first let us appoint 
a commission of real experts to look into all aspect 
of the matter and make dispassionate decision. Dont 
let us wait until the deluge is on us and attempt ty 
stem it with some fantastic expedient. 





We Do Not Lead in Recovery 


Today in the United States most of us are inclined 
to regard ourselves in the full tide of business recovery. 
Daily we read glowing accounts of this or that industry, 
note the flood of dividends going to stockholders and 
on the whole, feel very pleased with our progress. Hov- 
ever, a comparison of the cold facts of recovery in the 
United States with the gains made elsewhere is some 
thing of a shock, for it shows that we lag behind mos 
other countries. For example, industrial production in 
the United States has hardly attained the level of 19% 
but in the United Kingdom, Japan, Germany and 3 
number of other countries industrial production is far 
above the level of that year. The United States can 
boast of a recovery which exceeds only that of the 
defunct “gold bloc.” While it is somewhat dishearten- 
ing to see how we lag, there is at any rate consolation 
in the thought that we should have much further to go 
from this point than the countries whose industrial 
production already is at record heights. 





Rights of Minorities Confirmed 


Certain recapitalization plans of Delaware corpora 
tions have recently gone awry because of a decision 
rendered by the Delaware Supreme Court on November 
9. In the case of Joseph Keller and Edna Rives, stock- 
holders of Wilson & Co., Inc.; versus Wilson & Co., Inc. 
this court decided that a corporation could not ex 
tinguish accumulated dividends on preferred stocks i0 
a plan of recapitalization, even though such plan has 
been approved by majorities of all classes of stock- 
holders. The interests of minority stockholders are 
accorded new prominence in this decision. 

Following this important decision the National Sup- 
ply Co. withdrew its plan of recapitalization for the 
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that it could not be certain of the validity of 
the action even though the company had received the 


approval of nearly 70 per cent of the preferred stock 


and 75 per cent of the common stock. The plan, as 


originally proposed, involved the exchange of old pre- 
ferred for new lower rate preferred and some common 


to take care of substantial arrearages on the outstand- 
ing issue. The carrying out of this plan would have 
avoided the necessity of paying out a substantial surtax 
on undivided profits, thereby enabling the company to 
build up its working capital position which, in common 
with nearly all durable goods producers, had been 
depleted during the depression years. 





Dividends—Sometimes Better Unpaid 


An important angle which should be seriously con- 
sidered by investors and long-term speculators in the 
current spectacular flood of large extra year-end cor- 
porate dividend payments is their effect upon intrinsic 
values of representative securities. The intrinsic value 
of an interest or equity in a going concern is primarily 
dependent upon the inherent ability of the company 
to earn and also to increase profits when larger volumes 
of business for any reason whatsover become available. 
It has already become apparent that, under present laws, 
many corporations will find it increasingly difficult to 
build up financial strength for future eventualities. On 
the other hand, others, because of the peculiarities of 
some of the rules set forth in the new undistributed- 
profits-tax laws, are not under immediate pressure to 
pay out all surplus earnings. Since adequate working 
capital is a necessity at all times, and is particularly 
necessary when business volumes expand rapidly, such 
considerations have an important bearing upon chang- 
ing intrinsic values and their relation to market prices 
of numerous securities. 

Perhaps it is because of contemplation of the effects 
on intrinsic value of heavy surtaxes on retained earnings 
and future earnings ability of companies, that more 
market interest has recently been directed to companies 
ina position to avoid paying out the bulk of profits, 
and therefore able to build up working capital. A case 
in point is the present activity at rising prices in U. S. 
Rubber preferred and common stocks. Under this com- 
pany’s bond indenture, dividends, if paid, would have 
to come out of earnings since 1916, which show an 
accumulated deficit of roughly $25,000,000. It is be- 
lieved that the existence of this indenture will enable 
the company to retain profits, if it so desires, and plow 
them back in order to increase the inherent ability of 
the company to earn under future conditions forecast 
hy the management. 





Boomerang in Social Legislation 


Norman Thomas said recently that there was a 
boomerang in social legislation for the reason that any- 
thing done to increase the cost of labor to the employer, 
whether it be higher wages, shorter hours, or an improve- 
ment in working conditions, made for greater mechaniza- 
tion. This may well be true. But it is also true that labor 
has nothing to fear from mechanization in the long 
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run: the worker who runs a machine today enjoys a 
vastly higher standard of living than the man who 
worked with his hands yesterday. But, labor will retort: 
“Though it be true that the lucky few who are retained 
to run the machine do better, what of the men whom 
the machine displaces? There is, however, an answer to 
this which seems to settle the argument with finality. 
The most highly mechanized industry in this country is 
the automobile industry and it is here that wages are 
highest and unemployment lowest. On the other hand, 
the least mechanized industry is construction and here 
unemployment is still rife. 





Decentralizing Industry 


Compelled by the provisions of the Robinson-Patman 
Law to cancel a long-standing contract with the Good- 
year Tire & Rubber Co., Sears, Roebuck & Co., is now 
obtaining its tire requirements from a half dozen smaller 
manufacturers, selected by the company with a view to 
their relationship to important distributing territories. 
Tires for Sears, Roebuck are manufactured to the com- 
pany’s specifications, enabling it to control their quality 
regardless of who the manufacturer may be and in the 
long run this new arrangement may prove to be a 
decidedly advantageous one. Danger of any interrup- 
tion in the company’s source (Please turn to page 258) 
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Traffic Volume Is Working Its Way Back Toward 


Prosperity Levels; But Recent Legislation Menaces 


Expanding Income 


Can the Railroads Regain Their 
Former Earning Power? 


BY PIERCE H. FULTON 


eis the railroads regain their former earning power? 
Upon the ultimate answer to this question depends 
whether they are to continue under private ownership 
and management or go into bankruptcy and government 
ownership. 

Could anything be more vital to the millions of owners 
or railroad securities—individuals, savings banks and 
insurance companies? 


Real Gains Made 


The outlook is by no means discouraging, as has been 
demonstrated by the big increases in earnings for this 
year over 1935, and particularly over 1932 and 1933. 
The real answer is “Yes”—if the railroads are relieved 
from burdensome legislation now in effect, spared from 
more of a similar type, placed on an even footing with 
competing mediums, and if the attitude of the Adminis- 
tration and Congress toward the railroads and business 
in general is such as to further restore confidence. 

Some one may say that this is an old song that has 
been sung by the railroads for years. Actually it 
is a plain statement of fact as te the nearby outlook 
for the carriers. Bluntly, whether the railroads enjoy a 
still greater degree of prosperity next year and in the 
next few years—without looking further ahead—is “up 
to Washington.” 

By “Washington,” in this instance, is meant specifically 
the following: The President, the Supreme Court, Con- 
gress and the Interstate Commerce Commission. What 
should each do under the circumstances outlined? 

1. The President—Adopt and pursue unwaveringly 
a policy that will restore and maintain confidence in his 
Administration as a whole. 

2. United States Supreme Court—Declare unconsti- 
tutional both the Railroad Retirement and Social Secur- 
ity acts, leaving the railroads, and industry as a whole 
in the case of the latter, to provide for their own em- 
ployes, as should be done, and not to be required to pay 
into a common pot. 

3. Congress—Irrespective of political considerations, 
turn down the proposed six-hour day for the railroads, 
and all other inequitable, cost-raising bills pertaining 
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to them, which may be introduced from time to time. 

4. The Interstate Commerce Commission—Grant an 
extension for six months of the freight surcharges that 
expire on December 31. Authorize in their place, in due 
time after the hearing already set, the revised rates, 
with whatever modifications may seem reasonable, for 
which application has been made by the carriers. 

What should be done, must be done, in this instance, 
if the railroads are to regain their former earning power. 
Stripped of political considerations, this entire program, 
as just outlined, is easy to carry through. With those 
considerations, probably it is impossible, or largely so. 

A tremendous responsibility rests upon the President 
and these various bodies in the months just ahead. They 
can further restore confidence, causing business to expand 
to a still greater degree, and. in turn, the traffic and 
earnings of the railroads, or they can do just the opposite. 
Railway executives with whom the writer has talked in 
the last few days can’t persuade themselves that the 
former course will not be followed. 


What Four Prominent Railroad Executives Say 


Frederick E. Williamson, President of New York 
Central—“Tf we are left alone. The railroads are demon- 
strating by their gross and net earnings for this year, 
compared with the dark years of the depression, 1932 
and 1933, and even with 1930 and 1931, that they can 
regain their earning power—and have regained a con- 
siderable part of it. They have done this in spite of 
big obstacles. Relieved of them the railroads could fully 
regain their former earning power.” 

M. W. Clement, President of Pennsylvania Rail- 
road—“If the American railroads can today get equality 
of treatment with other lines of industry before the 
court of the people and if permitted to give rein to their 
vision and their inventive genius, they will work out 
their own salvation and perform a great part in the 
rehabilitation of this country.” 

Matthew S. Sloan, Chairman and President of Mis- 
souri-Kansas-Texas Railroad—‘“I look for a 10 per cent 
increase in railroad traffic next year, if the railroads are 
not hampered by unfavorable legislation. It should be 
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Electric Engine pulling 107-car freight train through the Cascade Mountains 


borne constantly in mind that such legislation lessens 
the earning power of the railroads directly, and likewise 
their buying power. The latter, in turn, reduces activity 
in industry, which adversely affects railroad traffic. I 
can't believe that the railroads will have to contend 
with further legislation of this kind.” 

J. J. Pelley, President, Association of American Rail- 
roads—"*The future of the railroad industry depends 
upon the answers to four basic questions: (1) Will 
railroad service continue to be essential on this conti- 
nent? (2) Are the railroads improving their service 
and cutting their unit costs? (3) Have the railroads, 
with a normal volume of business, shown the inherent 
eficiency to operate on a profitable basis? (4) Will 
they receive equal treatment and opportunity under 
our public transportation policies?” 

To the first three of these questions Mr. Pelley is 
willing to give an affirmative reply if the Government 
is willing to make a corresponding reply to question 
No. 4. 

It is now in order to make special reference to the 
word “former” in the caption of this article. It is 
rather indefinite as to specific time. Should the boom 
years 1928 and 1929 be taken as the measure of “former 
‘arming power” or should it be 1930 and 1931? Most 
prominent railway executives think the results for the 
latter more nearly represent the normal earning power 
of the railroads. 

Every student of railroad earnings knows that in the 
former years abnormal conditions prevailed which may 
never return, and doubt is expressed even as to the 
desirability of their return. On the other hand, it 
should be remembered when comparing earnings of the 
railroads for the current year with those for some other 
year when they were regarded as good, that conditions 
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and legislation exist now that were not to be found in 
the boom years immediately preceding the depression, 
or, for the most part, in 1930 and 1931, before it reached 
its lowest depths. These conditions and this legislation 
tend to reduce net earnings materially. For instance, 
it is estimated that the Railroad Retirement Act will 
cost the railroads this year $57,000,000 and the Social 
Security Act $16,000,000. Neither was in effect just 
before the depression nor in the early years of it. 

President Williamson, of New York Central, says— 
“If we have a continuance of these two acts and Con- 
gress should pass a six-hour bill for the railroads, I 
don’t know that 1929 earnings would be sufficient to 
make the railroads of this country reasonably prosper- 
ous again.” 

Whether this is so or not, let us take a glance at the 
sarnings of the railroads for 1928 and 1929, just before 
the depression, for 1933, when it was at the lowest 
point, and for current year to date. For 1928 operating 
revenues of Class I railroads totaled $6,111,735,511 and 
for 1929 $6,279,520,544. For 1933, four vears later they 
had dropped to $3,095,403,904. 

For 1934, 1935, and so far in 1936, the trend has been 
steadily and decidedly upward, with an increase in 
operating revenues for 1935 over 1933 of $356,525,507. 
Class I railroads reported operating revenues for the 
first nine months of this year of $2,930,464,310 com- 
pared with $2,511,779,125 for the same period of 1935, 
an increase of 16.7 per cent. Net railway operating 
income for the first nine months of this year totaled 
$434,864,004 against $321,201,769 for the like period of 
last vear and $648,115,287 for that of 1930. 

Returns for 92 Class I roads for October, representing 
79.3 per cent of the total revenues, showed operating 
revenues of $312.072,915 against $270.300.144 for the 
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same month of 1935, an increase of 15.5 per cent. 
Eleven roads show for October combined net operating 
income 16.9 per cent larger than in October, 1935. Net 
income after charges for all the roads in 1936 has been 
estimated at $150,000,000. On the basis of the com- 
plete returns for the first 9 months of this year, the 
partial figures for October and the belief on the part 
of railway executives that traffic and earnings will hold 
up well in December, and that a good report will be 
made for November, it has been estimated that total 
operating revenues for 1936 may exceed $4,000,000,000. 
This would be in contrast with the low level in 1933 of 
$3,095,403,904, but more than $2,000,000,000 below the 
high level of $6,279,520,544 for 1929. 

What is more important is that net railway operat- 
ing income of Class I railroads for this year is esti- 
mated at $650,000,000 against only $326,298,008 in 
1932. It should be borne in mind that this estimated 
figure for net railway operating income is arrived at 
after deducting $50,000,000 or more for the Railroad 
Retirement Act and $16,000,000 or more for the Social 
Security Act. 


Recovery in Operating Income 


Making still another comparison, the estimated $650,- 
000,000 net railway operating income for 1936 is in 
contrast with $525,627,852 for 1931, an increase of 24 
per cent. It is further expected that operating revenues 
of Class I railroads for the current year are likely to 
fall below those for 1931 by perhaps $100,000,000 or 
more. The larger estimated net results for this year, 
therefore, show the great degree of efficiency in opera- 
tion that the railroads have brought about in the five 
intervening years. Except for the Railroad Retirement 
and Social Security acts, the railroads would show for 
this year net earnings quite satisfactory from practically 
every point of view. 

While on the question of materially increased net 
earnings for 1936, it is fitting to deal with one of the 
most vicious pieces of legislation ever enacted with 
respect to the railroads—the bill providing for a tax on 
undistributed profits, beginning with the current year. 
According to the proponents of the measure, its purpose 
was to force the distribution of these profits rather than 


to allow them to accumulate for the further develop. 
ment of.the property, retirement of debt and other lay. 
ful purposes. 

A few railroads, and many corporations engaged jp 
widely different lines of business, have declared diyj. 
dends to escape the tax, when, except for this law, they 
would have set aside the money for the purposes already 
indicated, and also for the building up of a reserve 
against another possible period of lean years. 


Forced Dividends 


The following are some of the railroads that so far 
have declared “forced” dividends to escape the tax: 
Western Maryland, $7 per share on first preferred; 
Cincinnati, New Orleans & Texas Pacific, an extra of 
$23 on common; Pere Marquette, $20 on 5 per cent 
prior preferred; Louisville & Nashville, an extra of $1.50 
a share; Atlantic Coast Line, $1 a share on the common; 
Chesapeake & Ohio, an extra of $1 in cash and $2 in new 
4 per cent preference stock on the common and Norfolk 
& Western, $5 on the common. 

As this law puts a penalty on the setting aside of 
funds for the purposes already mentioned it should be 
repealed. In the boom years before the depression the 
railroads declared unjustifiably big dividends on their 
common stocks, when they should have used the money 
to retire funded debt. Now the Government is forcing 
them to declare dividends, thereby weakening. their 
financial position, just when they are emerging from the 
depression. As it applies only to profits accumulated 
since January 1, last, this law does not reach the large 
accumulated surplus of a handful of roads _ such as 
Atchison, Union Pacific, Chesapeake & Ohio, Norfolk 
& Western and Louisville & Nashville. 

There are various other features of the railroad situa- 
tion to which careful attention must be given in en- 
deavoring to determine whether the railroads can regain 
their former earning power. Just now, with the reas- 
sembling of Congress, the complexion of which was 
changed considerably by the last election, only about a 
month away, the possibility of a six-hour day with 8 
hours’ pay for railroad employees, being passed within 
the next few months, is regarded as easily the greatest 
menace to the carriers now (Please turn to page 258) 
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Bonds Now at Record Highs— 





Will the Coming Trend Be Down? 


A Bond Poliey for the Investor 


BY J. 8. 


a renewal of the upswing in the bond market is 
again causing keen interest in the outlook for govern- 
ments and high grade corporate bonds. Can _ present 
levels be maintained or will the next move be down- 
ward? 

Expert opinion, as usual, is divided. The Federal 
Reserve authorities, for example, are confident that 
money rates will remain low and as they themselves can 
exercise a potent influence in the matter it is not an 
opinion without weight. This is a view that 
seems to be shared by the majority of bankers 
and insurance executives. 


WILLIAMS 


accepts it. He has, however, no stomach for the pos- 
sibility that he may be whipsawed—that having been 
forced to accept a marked reduction in his income he 
will next suffer capital depreciation as a rise in the 
general level of interest rates forces the price of his 
bonds lower. And this, of course, is exactly what would 
happen should interest rates rise. 

A befogged investor, however, will feel better—at 
least he will not be confused—if he realizes that the 
opinion of those who see a decline in the bond market 
and those that foresee continued strength is capable 
of logical reconciliation. It is solely 
a matter of timing. Those who 





On the other hand, Edwin Wal- 
ter Kemmerer, professor of inter- 
national finance at Princeton thinks 
rather differently. It is his opinion 
that the many inflationary forces 
set in operation over the past few 
years are not as yet fully effective, 


Prices Indicative of the Present 
Demand for Some Recent 
Bond Issues 


foresee a decline in bonds merely 
stress something which must hap- 
pen eventually, for no country has 
ever had, nor can it have, a fuli 
measure of recovery in prices and 
business activity without a rise in 
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Treasury Department. Dr. Lionel 
D. Edie, former professor of finance 
at the University of Chicago, approaches an agreement 
with Mr. Kemmerer. While Dr. Edie foresees a long 
period of cheap money, he thinks that the seven-year 
downward trend in interest rates is about to be ar- 
rested: in other words, while money will stay cheap, 
it will not get appreciably cheaper. 

Such conflict of authoritative view has put the ordi- 
nary investor in a quandary. His own experience tells 
him that bonds are high and interest rates low. His 
Income has been cut by countless refunding operations 
under which he has been forced to accept a return of 
three or three-and-a-half per cent in exchange for securi- 
ies that previously paid him five or five-and-a-half 
per cent and is quite willing to concede the point that 
bond prices are the highest in the country’s history and 
interest rates the lowest. 

This is the situation today and the average investor 
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thing at any time in everyday life: 
there are those who think only of the party tonight 
and forget about the headache tomorrow. And, so long 
as the party lasts long enough and is bright enough, 
it’s not too bad a course to follow at that. 

On what does the duration of the present party, in 
bonds mainly depend? There are a number of possible 
developments capable of bringing it to rather an abrupt 
close. A boom in business and commodity prices, as 
Dr. Kemmerer says, would do it. But it is hard to 
visualize a boom so magnificant that within the near 
future it would take up the slack in the country’s 


available credit resources and result in a material 


hardening of interest rates. We may have such a boom 
considering the setting and the present rate of our 
improvement, but it can hardly reach the proportions 
necessary during the next year. 

Certain actions on the part of the banking authorities 











and the Government are capable of bringing about a 
firming of money rates. But is it not true that the 
Government needs cheap money and will continue to 
need it so long as the budget remains unbalanced and 
it has to rely on the sale of bonds to make up the 
difference between sums received and sums _ spent? 
Moreover, the Government is committed to an easy 
money policy for other reasons. For example, its plans 
to revive building depend upon easy money. There- 
fore, nothing less than a speculation showing signs of 
running hog-wild would persuade the Government to 
take steps toward increasing the present abnormally 
low rates for money. 

Other possible developments that might terminate the 
present era of cheap money include (1) A flight from 
the dollar and (2) War. Recently President Roosevelt 
expressed alarm over what he termed “hot money” 
invested by foreigners in this country. He feared that 
it might be withdrawn suddenly with disastrous conse- 
quences to our security markets and the stability of 
dollar exchange. It would take, however, more than 
a flight from the dollar on the part of foreigners to 
materially alter interest rates in this country; there 
would have to be also a flight from the dollar on the 
part of American citizens. Any such thing is clearly 
most unlikely. Radical as some believe the preseni 
Administration to be, it shows no disposition towards 
tendencies radical enough to destroy faith in dollar 
obligations. Indeed, with unsettlement abroad greater 
than. ever, the flight of the world’s money to this country 
may well be intensified. 

As for war, this is a possibility whose development 
means that “all bets are off.” It is impossible to foretell 
what would happen should the world again suffer this 
terrible calamity. 


No Early Bear Market in Bonds 


Thus, war always excepted, it would seem that the 
weight of the evidence is heavily in favor of the investor 
not having to face any early downward market in bonds. 
He should remember, of course, that ultimately such a 
bear market will develop, and for this reason should 
refrain from at least enlarging his present proportion 
of high grade bonds, and as occasion permits might 
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even reduce it somewhat below customary levels. 

What is likely to happen from this point is that the 
best bonds will penetrate their present ceiling by rela- 
tively little but that, judged solely on the basis of price, 
there will be a marked tendency for medium grade bonds 
to masquerade as the best. 


Maintenance of Quality Important 


Signs of such a phenomenon are already quite pro- 
nounced. While most of the recent financing has in- 
volved a high type of security, the period has not been 
without its examples of a medium grade issue being 
sold at a high grade price. An investor will have to be 
on his guard against quality dilution of this kind in 
his portfolio; for should he carry a list of the best bonds 
until that time when money does begin to firm, he will 
suffer, but should he overstay his market, holding second 
rate issues believing them the best, the results might 
be disastrous. 

Up to this point the present discussion has been 
concerned solely with bond prices and, as has been 
said, there is little that an investor need fear immediately 
on this score. If however, he is an individual who de- 
pends upon his income from bonds to buy the neces- 
sities of life he is concerned not only with bond prices 
and the course of interest rates, but is even more vitally 
interested in the trend of commodity prices. If these 
go up, it means that his income will buy just that much 


tess. Commodity prices and the cost of living already 
have advanced very substantially and, as they are 


unquestionably going higher, the true value of a bond 
from the standpoint of the individual investor resolves 
itself largely into a question of how much further the 
cost of living is to advance. 

It is, of course, impossible to answer such a ques- 
tion categorically. As Dr. Kemmerer points out, we 
have put into operation over the past few years infla- 
tionary forces, whose full effect has not yet been seen. 
Nor is the end in sight: daily the Federal Government 
increases its deficit and daily, therefore, are additiona! 
inflationary forces put into operation. Even though 
the Government were to balance its budget tomorrow. 
the effects of what has been done already might well be 
seen in a rising cost of living for several years. 

Yet, just because the real worth of what they yield 
him in the form of interest is likely to show a deteriora- 
tion of unknown extent, is the investor dependent on 
security income justified in shunning bonds altogether? 
Not at all. Against the disadvantage of instability m 
purchasing power must be weighed the advantage of 
relative stability of bond prices. 

Thus, as this publication has repeatedly pointed out, 
the wisest course for the individual continues to lie in 
the holding of some bonds as well as other forms of 
investment. With a reasonable backlog of sound bonds 
(its size smaller than a year or two ago but still de- 
pending upon the individual’s circumstances) additional 
funds must be invested where the return is likely to be 
influenced favorably by rising prices and further busi- 
ness improvement. Most men will find in common 
stocks the best means of employing funds over and 
above those invested in the necessary bond _ backlog, 
but these must be chosen carefully. 
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New Opportunities 
in Three Priee Fields 


Selected by THE MAGAZINE OF WALL STREET STAFF 


American Bank Note 


Recently quoted around 40, the shares of American 
Bank Note Co. are selling about 15 points below their 
previous 1936 high, and at these levels offer a promising 
investment opportunity for both income and _ price 
appreciation. The decline in the shares is doubtless 
the market reflection of a rather disappointing third- 
quarter earnings report. 
Net for the three 
months ended Septem- 
Saecan | ber 30 amounted to 
7 | $296,920, or the equiva- 

lent of 35 cents per 
share on the common 
| stock as compared with 
. | | Ly | 63 cents a share in the 
JFMAMJJASON | June quarter and 82 
a. cents a share in the 
third quarter of 1935. 
Reports suggest that lower earnings were due largely 
to a decline in foreign business and, if true, this condi- 
tion may prove more or less temporary. In any event, 
the company’s earnings for the full year will probably 
exceed 1935 results, when the common stock earned the 
equivalent of $1.36 per share. The present dividend 
rate of $1 per share annually will be augmented this year 
by payment of a 15-cent extra. Finances enable the 
company to pursue a liberal dividend policy. 

American Bank Note Co. is the foremost printer and 
engraver of corporate and other type securities. In 
addition, the company produces paper currency for 
various foreign governments and banking institutions. 
Owing to the dearth of new financing, losses were shown 
in the three years prior to 1935. Conservative financial 
policies, however, enabled the company to enter the 
depression without impairment to its liquid resources. 
Ranking ahead of the 652,773 shares of common stock, 
are 89,913 shares of 6 per cent preferred stock, par $50, 
on which dividend requirements amount to less than 
$270,000 annually. It appears to be a foregone conclu- 
sion that 1937 will witness an increasing volume of cor- 
porate financing and also the probabilities are that 
Interest in the various security markets will continue 
to expand, both of which conditions are subject to con- 
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structive interpretation from the standpoint of Ameri- 
can Bank Note’s prospects for an enlarged volume of 
business and earnings. 


Houdaille-Hershey Corp. 


Houdaille-Hershey Corp. supplies nearly all of the 
leading automobile manufacturers with hydraulic shock 
absorbing equipment, as well as other automobile sup- 
plies. Sales to the automobile industry are estimated 
to contribute about one half of the company’s total 
annual volume. In addition, the Houdaille-Hershey 
Corp., now supplies various equipment to makers of 
farm equipment, airplanes and electric refrigerators. In 
the main, however, the company’s rising tide of fortune 
during the last two years reflects the vigorous recovery 
of the automobile industry. By the same token the 
favorable aspects which may be discerned in the com- 
pany’s 1937 prospects evolve largely from the high 
promise of the automobile industry. For one thing, the 
greatly improved appearance of the new Ford model 
is expected to enlarge substantially Ford’s proportion 
of the low-priced field. If such proves to be the case, 
it should find important reflection in the sales and 
earnings of Houdaille-Hershey, possessing a contract to 
supply the Ford Company with shock absorbers. 

Capitalization of Houdaille-Hershey consists of 174,- 
000 class “A” preference 
shares and 784,956 shares 
of class “B” stock. Last 
year all accumulated di- 
vidends on the class “A” 
shares were paid off and 
regular payments’ of 

2.50 annually were re- 
4 sumed. Dividends on the 

JFMAMJ JASON class “B” shares were also 
inl —_ resumed last year and 
quarterly payments this 
year aggregating $1.50 were augmented by an extra 624% 
cents declared last August. For the nine months ended 
September 30, last, net profit of $1,966,573 was equiva- 
lent, after all prior charges and dividends on the Class 
“A” shares, to $2.09 per share on the class “B” stock. In 
the corresponding period of 1935, the class “B” shares 
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earned the equivalent of $2.06 each. With greatly in- 
creased output anticipated in the final quarter of the year, 
the possibilities are that the company will show upwards 
of $3 per share for the class “B” stock. The substantial 
earnings recently shown, combined with the favorable 
prospects for next year would appear to be rather conser- 
vatively appraised by prevailing quotations for the class 
“B” stock, around 29-30. In the circumstances, the 
shares offer an interesting speculative opportunity. 


United Aircraft Corp. 


United Aircraft Corp. is a completely integrated unit 
in the manufacturing division of the airplane industry. 
The company’s Sikorsky subsidiary is credited with 
development of the famed Clipper ships, the Chance- 
Vought division is a maker of military planes, the Ham- 
ilton Standard propeller division has led the world in 
development of controllable pitch and constant-speed 
propellers, while the Pratt & Whitney division is famous 
for its air-cooled radial motors. Thus, the company is 
well prepared to obtain a full share of the rising volume 
of orders for military and civil air craft, which are 
now at record breaking levels and giving every indi- 
cation of continuing to expand to a point which may 
test the manufacturing capacity of the domestic air- 
craft industry. 

Enlarged volume of 
business this year has 
enabled United Aircraft 
Corp. to show a some- 
what better margin of 
profit, with the result 
that earnings in the first 
nine months were equal 
JF RAMS ASON to 38 cents per share on 

2,505,406 shares of capi- 
tal stock. This com- 
pares with 23 cents a share earned in the corresponding 
period of 1935, although in the latter period the com- 
pany had the benefit of sizable “other income.” The 
recent declaration of a 50-cent dividend on the stock 
suggests that earnings this year may be slightly in 
excess of this payment. The company is well provided 
for financially and capitalization is conservative, the 
outstanding stock being preceded by neither bonds nor 
preferred shares. Judged by any statistical standard, 
the shares are not undervalued at prevailing levels 
around 26. However, regarded as a strictly speculative 
venture, they offer one of the more conservative means 
of participating in the aviation industry at a time when 
the industry appears to be on the verge of its greatest 
era of development. 
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Amerada Corp. 


Unlike most of the larger oil companies, Amerada 
Corp. engages almost exclusively in a single phase of 
the industry—the extraction of crude oil. So successful, 
however, have the company’s exploration activities 
been that in relation to its size, Amerada is generally 
believed to control more oil than any other publicly 
owned company in the country. At the end of last 
year, the company owned full or part interest in 
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1,054,000 acres of leaseholds, royalties, mineral rights, 
etc., located mainly in Oklahoma, Texas, New Mexico, 
Kansas, California and Louisiana. 

It is the policy of the company to employ unusual 
conservatism in reporting its earnings. In 1935, the 
reported net profit of $1,797,613, was the amount re- 
maining after deprecia- 
tion, depletion, aband- 
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mae waa ASON ter the same _ liberal 
write-offs, was noted in 
the first nine months of 
the current year. Net applicable to the stock was equal 
to $1.78 per share, as contrasted with $1.60 per share 
in the corresponding period of 1935. 

The company’s dividend policy has likewise been 
conservative, the present rate of $2 annually having 
been in effect since 1926. Although the shares, at 96, 
offer little inducement from the standpoint of income 
return, the fact that they do offer the sole equity in 
a major oil reserve of great potential value, should 
appeal strongly to the longer term investor. 























Curtiss Wright Corp. 


Evidence of a substantial improvement in the earn- 
ings of Curtiss Wright Corp. this year is to be found in 
the recent action of the company in declaring an initial 
dividend of 50 cents a share on the class “A” stock. 
Net profit in the September quarter was in excess of 
$440,000 as compared with only $35,000 a year ago 
and for the nine months to September 30th, the com- 
pany reported a net profit of $1,262,132, comparing 
with a net loss of $296,607 in the first nine months of 
last year. Further, it has been estimated that the 
company went into the final quarter with unfilled orders 
of around $15,000,000, a gain of about $2,000,000 since 
September 1, reflecting mainly the receipt of two large 
orders from the War Department. It has also been 
reported that the company’s foreign business this year 
has increased consider- 
ably. 
wes | | | rT Tq Curtiss Wright Corp. 

CURTISS. . q 

8 i WRIGHT | is rated as one of the 

| ete | world’s leading manu- 
facturers of military, 
| | Lt | commercial and _ private 
| | | | aircraft and motors, and 
Li} | | has contributed heavily 
to the progress of the 
aviation industry 
through its research ac- 
tivities and new developments. At the record high in 
1929, sales exceeded $26,000,000 and at their depression 
low in 1933, were less than $11,000,000. Until recently 
the company has depended largely upon government 
orders in this country, but of late demand from all 
sources has expanded. At the end of last year there 
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were outstanding 1,156,223 shares of class “A” stock 
entitled to $2 a year non-cumulative preferred dividends, 
and 6,766,963 shares of common stock. With the rather 
large amount of common stock outstanding, it is ap- 
parent that anything in the way of substantial earn- 
ings is unlikely to be realized during the near future. 
From a purely speculative standpoint, on the other 
hand, the shares may be credited with a measure of 
attraction as a low priced vehicle for participating in 
the future growth indicated for the aviation industry. 


me 


American Brake Shoe & Foundry Co. 


American Brake Shoe & Foundry Co. has been one 
of the few companies associated with the railway equip- 
ment industry successful in maintaining consistently 
profitable operations throughout the depression. In this 
achievement, the company was partially aided by the 
fact that its line of products, such as brake shoes, track 
fixtures, castings and forgings were in demand for repair 
work. Earnings were additionally bolstered by automo- 
tive sales, including brake linings, brake shoes, fan belts 
and radiator hose. In other words, replacement demand 
contributed the major portion of the company’s busi- 
ness, thereby assuring a greater measure of stability. 
However, with the demand for new railway equipment 

expanding rapidly, 
American Brake Shoe & 
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this vear have been run- 
ning at a rate nearly 
100% ahead of results achieved in the same period of 
1935. Net for the nine months to September 30, last, 
was equal to $2.04 per share on 611,712 shares of com- 
mon stock, as contrasted with $1.09 per share in the 
same period a year ago. Ahead of the common stock 
are 93,955 shares of 514% convertible preferred stock, 
the latter having been issued in exchange for the old 
1% preferred stock earlier this year. The lower dividend 
on the 5'%4% preferred shares resulted in a_ saving 
equivalent of about 27 cents per share for the common 
stock annually. Dividends are being paid at the rate 
of 40 cents per share quarterly, but in view of the late 
trend of earnings and the company’s excellent financial 
position, a generous extra seems likely to be forthcom- 
ing this year. Although current prices, around 65, for 
the common stock are liberally capitalizing current 
earnings, prospects for a substantial upturn are suffi- 
ciently well defined to place the shares in a position for 
further price enhancement and larger dividends. 





Jones & Laughlin Steel Corp. 


Jones & Laughlin Steel Corp., rated as the fourth 
largest unit in the domestic steel industry, has until 
this year concentrated its activities on the production 
of the heavier types of steel such as pipe and structural 
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steel and merchant bars. Early this year, the company 
sold $30,000,000 first mortgage 444% bonds due 1961 
of which some 80% of the proceeds will be devoted 
to enlarging the company’s productive capacity for 
the output of the lighter types of steel. One of the 

oldest units in the in- 
| dustry, Jones & Laugh- 
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at least 20 years, while 
coal reserves have been 
estimated as being suffi- 
cient for 70 years. Man- 
ufacturing facilities are 
concentrated in the 
Pittsburgh areas and enable the company to avail 
itself of the cheap water transportation offered by 
the Ohio and Mississippi rivers. Despite severely 
restricted demand for steel during the depression, an 
actual operating loss was suffered in only a single year, 
1932. As a consequence, the company emerged from 
the depression in a strong financial position. 

Responding to the substantially enlarged demand 
for steel this year, earnings of Jones & Laughlin have 
recorded a marked upturn. Net profit for the first 
nine months totaled $2,053,320 after all charges, in- 
cluding depreciation and depletion. This was equal 
to $3.50 per share on 587,139 shares of 7% preferred 
stock, comparing with a loss of $516,463 in the first 
nine months of 1935. In the third quarter, net income, 
after preferred dividend requirements, was equal to 
$1.46 per share on 576,320 shares of common stock. 
With the resumption of preferred dividends by the 
payment of $1.75 per share in October, accumulations 
on the preferred were reduced to $28.25 per share. 
Selling at 80 on the New York Curb Exchange the 
market appraisal would appear to be liberally dis- 
counting the near-term prospects for the common 
stock. Nevertheless, earnings, with the benefit of con- 
tinued expansion in demand for steel which seems a 
reasonable expectation for next year, could rise rap- 
idly as has already been demonstrated by the results 
in the third quarter of the current year. Acquired 
with a view to holding over the next twelve months 
or so. Jones & Laughlin common stock may well prove 
a profitable acquisition at this time. 
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tion of dividends on 
Bucyrus-Erie Co. common stock in the not distant future. 
Bucyrus-Erie is a foremost manufacturer of excavating 
machinery. Within this broad designation are included a 
wide variety of products (Please turn to page 260) 
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Nash - Kelvinator... 
A Soundly Conceived Merger 


BY J. C. 


al 
——— mergers, like successful marriages, are 
based upon compatibility, upon logical consistency. Both 
parties contribute something, so that the union is made 
stronger than its component parts. There were a num- 
ber of notable exceptions, of course, but in the good 
old days of the late twenties corporations were often 
merged for no better reason than that it brought greater 
size and therefore, presumably, greater kudos to the 
executives in charge. The road from the recent past is 
strewn with the wreckage of such unions. Then, during 
the years of depression we had the merger for mutual 
salvation. Today, we begin again to have mergers 
whose objectives are broader economic vistas, larger 
profits—mergers of logical consistency. 

Such a merger is the one to be ratified shortly by 
the stockholders of the Nash Motors Co. and the Kel- 
vinator Corp. Nash, independent manufacturer of auto- 
mobiles, has not been doing too well of recent years. 
Charles Williams Nash, who twenty years ago resigned 
the presidency of General Motors to make his own car, 
is well past the seventy mark. This, and the fact that 
his company has paid more than a hundred million 
dollars in dividends since its formation. entitles him to 
well-earned rest. But who is to get to manage Nash 
and the twenty-three million dollars in Government 
bonds which are its principal asset? 

This is where Kelvinator and its management comes 
in. Kelvinator never showed a depression loss; its out- 
put of electrical refrigerators has moved steadily ahead. 
For the fiscal year to September 30, last, the company 
sold approximately 317.000 units, compared with 250,000 
in the previous twelve months. It is estimated that 





Nash-Kelvinator Highlights 


Principal Products. . Automobiles, Refrigerators, Air-conditioning 
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for this year the total demand for refrigerators will be 
in the neighborhood of 2,000,000, from which it will 
be seen that Kelvinator’s proportion of the total is a 
very substantial one. Refrigeration, however, is a field 
where the competition is of the keenest. In looking 
around for something to give the company a degree of 
independence from a single, hotly-contested line, Kelvi- 
nator decided that building offered such an opportunity. 
Today, therefore, it can boast of furnaces, stoves, air- 
conditioning equipment, temperature control apparatus, 
in addition to refrigerators. Aggressively pushing its 
new home equipment, Kelvinator has designed plans and 
there are completed, or in the course of construction, a 
hundred or so six-room houses. These are of standard- 
ized style, cost about $7,000 and contain about $1,250 
worth of the company’s products. 

To Kelvinator’s plans for dynamic expansion, Nash 
contributes mainly cash; for its cash Nash gets manage- 
ment whose ability has been proven in its capacity to 
earn money in the face of competition from such giants 
as General Electric and Westinghouse and during a time 
of general business difficulty. It does not follow neces- 
sarily, of course, that an ability to make money in 
refrigerators means an ability to revive a faded auto- 
mobile business. However, George W. Mason, under 
whose leadership Kelvinator has made such _ progress, 
is by no means devoid of automobile experience. He 
was originally with Studebaker, then with Dodge, con- 
tinued with Chrysler after the latter rose from the ashes 
of Maxwell Motor. Moreover, Kelvinator has _ the 
dealer organization which Nash needs badly. Thus, in 
connection with the automobile division there would 
seem to be every reason to hope for a successful out- 
come, particularly as the fundamentals are so favorable 
for a renewed start in this industry. The demand for 
cars seems to be insatiable and it will be a cause for 
vast surprise if the output of 1937 motor vehicles fails 
to go well above the five-million-mark. 

Under the terms proposed for the merger, the stock- 
holders of Nash for each 1 3/8 shares of stock will 
receive 1 share in the new Nash-Kelvinator Corp.. while 
the stockholders of Kelvinator will receive share for 
share. Is this fair? On the basis of current market 
price, ignoring the dividends that will be paid on the 
stocks of the two companies as separate entities, the 
ratio is not out of line. Kelvinator is selling today at 
about $23 a share, while Nash is quoted about $18. 
But although market price is an important practical 
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consideration in effecting any merger, it is not neces- 
arly a gauge of true value. 

lf, however, relative market price is confirmed 
rasonably closely by asset value, earnings and the 
respective outlook for the two companies, one is justified 
in taking it as a reasonable basis on which to work. 
The balance sheet of Nash as of July 31, this year, 
gives the stock an asset value of roughly $12 a share, the 
greater part of which, as has been intimated, is in the 
form of cash or United States Government securities. 
Kelvinator’s balance sheet as of the same date, show- 
ing, of course, considerably smaller liquid resources, 
gives the stock an asset value of about $15 a share. 
Hence, this too checks reasonably closely with the 
| 3/8-to-1 ratio for the Nash and Kelvinator stocks 
respectively. 

In the matter of earning power, the advantage is 
heavily with Kelvinator. For the ten months to July 
31, 1936, the maker of refrigerators reports a net profit 
of $1,478,084, not including the company’s share of the 
undistributed net profits of subsidiaries not consolidated. 
This figure is equivalent to about $1.24 a share on the 
1,196,800 shares of Kelvinator which have been issued. 
In somewhat unfavorable contrast, Nash reported a 
loss from operations for the eight months to July 31, 
which was turned into a net profit for the period 
amounting to $456,805 by “other income.” This was 
equivalent to about 17 cents a share on the outstanding 
common stock. 

A moment’s thought, however, indicates that pos- 
sibly this discrepancy in earning power is not as great 
as it seems. One must remember that the independent 
manufacturers of automobiles are only just about 
emerging from “red” figures. Nash, indeed, may be 
said to be actually at the pay point—a point which 
always shows a company in an unfavorable light on 
the basis of earning power, but from which the im- 
provement may well be quite rapid. In the recent 
business recovery there have been countless instances 
of stocks selling for fifty or a hundred times earnings 
of a few cents a share, but which a few months later 
were paying substantial dividends. If one gives Nash 
any credit at all for improved earning power from this 
point, the comparison with Kelvinator on the score 


of earnings becomes less adverse. Of course, if the 
business recovery continues and Nash does_ better, 


Kelvinator is likely to do better, too, but even so the 
gap between the companies might be expected to narrow. 

Looking at it from all points of view, one cannot 
escape the conclusion that this merger is seundly con- 
ceived and that the basis on which it is to be carried 
out is fair and equitable to both sides. Assuming that 
the necessary two-thirds of the stock of each company 
approve the plan for consolidation when it is submitted 
to them later this month, let us take a look at the new 
Nash-Kelvinator Corp. In the first place the new 
company will have total resources of nearly $60,000,000 
of which more than $40,000,000 will be in the form of 
current assets. It will possess more than $28,000,000 
incash and United States Government securities. Total 
current liabilities will be slightly in excess of $6,000,000 
_Nash-Kelvinator will have an authorized capitaliza- 
tion of 5,000,000 shares of common stock of a par value 
of $5 each. Of these 4.375.600 will be issued, while 
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LEFT: Charles W. Nash 
who is to be chairman 
of the proposed Nash- 
Kelvinator combine. 
Twenty years ago Mr. 
Nash resigned the pres- 
idency of General 
Motors to make his own 
car. More than $100,- 
000,000 in dividends at- 
test his success. 






RIGHT: George W. 
Mason, who is to be 
president of the pro- 
posed merger. Mr. 
Mason brings to the 
new company, not only 
a successful record in 
the keenly contested re- 
frigerator field, but con- 
siderable automobile ex- 
perience as well. 


the outstanding number will be some 135,000 less. The 
holders of the common stock will own the business lock, 
stock and barrel, for the new company will have neither 
preferred stock nor bonds. Something less than two- 
thirds of the stock in Nash-Kelvinator will be owned 
by old Nash stockholders and something more than one- 
third will be owned by old Kelvinator stockholders. 

And what might the stockholder in the new com- 
pany expect in the way of earning power and dividends? 
This, of course, is a hard question to answer. Usually 
in the case of mergers, no matter how well conceived 
and logically based, there is a period of consolidation 
during which it appears that the united organization 
was not the brilliant idea its sponsors claimed. This is 
because it takes time to get two big businesses operat- 
ing together smoothly under one head. There are fre- 
quently personnel troubles of one kind and another. 
Then there is the expense of the merger itself which it 
is customary to charge off against earnings as soon as 
possible. 

Nash-Kelvinator cannot reasonably expect to escape 
all such difficulties. Thus, stockholders should not 
expect immediate miracles; they should be patient and 
give the merger a chance to work out. Even so, one 
might guess that the unified organization will start out 
with earning power at the rate of at least $2,500,000 
annually. This, on the basis of the stock to be outstand- 
ing, would be equivalent to some 60 cents a share. Does 
this mean, then, that the stockholders of Nash, who are 
currently receiving dividends at the rate of $1 a share 
annually will suffer a reduction in their incomes? A 
temporary reduction for Nash stockholders seems quite 
possible unless the automobile division of Nash-Kelvina- 
tor should develop with exceptional rapidity. One must 
remember that Nash has been paying its present divi- 
dend largely out of surplus (Please turn to page 256) 
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Successful Reorganization Paves 


Way for Attractive Earnings 


BY STANLEY DEVLIN 


| oe as a rule are inclined to regard the new 
securities of recapitalized companies with more or less 
skepticism, particularly if the recapitalization was the 
culmination of a period of receivership. This attitude 
is an understandable, if not always a justifiable, one. 
Much depends upon the manner in which the receiver- 
ship was conducted and the extent to which the reor- 
ganization corrected the factors responsible for the 
company’s difficulties. A carefully formulated plan of 
reorganization, designed to recognize the realities of 
immediate circumstances and not stress too greatly the 
potentialities of the future, may well develop valuable 
investment opportunities. 

McCrory Stores Corp., a variety chain store organi- 
zation, emerged from receivership on May 5 this year 
and has since shown excellent progress. Sales 
have increased substantially and a steady upturn 
in earnings has given consid- 


A Merehandise Chain 
Revitalized 


port a burdensome capital structure. Such was not the 
case with McCrory Stores, however. At the end of 
1931, the company had current assets of more than 
$6,000,000, while current liabilities amounted to about 
$2,500,000. Cash totaled some $892,000. The following 
vear, it will be recalled, marked the depths of the de- 
pression, and McCrory experienced a sharp falling-off 
in sales. Total sales for the year were down more than 
8 per cent, the decline in December alone having been 
more than $1,000,000 from the 1931 level of holiday 
business. It had always been the policy of the company 


to borrow 


from the banks necessary funds to finance its 


inventory needs and all such previous loans had been 


promptly 
the gloom 


discharged. Bankers, however, enveloped in 
of 1932 and viewing apprehensively the sharp 


drop in the company’s December sales declined to make 
any loans. Meanwhile large creditors of the company 








erable weight to the possibil- 
ity of a dividend before the 


McCRORY SALES 








year-end. 45 
Far from being an _ unsea- 

soned_ enterprise, McCrory 40 

Stores may trace its corporate 


history back to a single store 35 
established in 1882. The pres- 
ent organization was incorpo- 
rated in 1915 and at the end 
of 1929 comprised a system of 
245 stores retailing a wide va- 
riety of merchandise, ranging 
in price from 5 cents to $1. 
In 1929, the company earned 
the equivalent of $4.20 a share 
for its stockholders, but a little 10 
more than three years later 
found the company making a 
voluntary petition for bank- 
ruptcy. 

The most frequent cause of 
financial difficulties is the in- 


30 


25 


20 


MILLIONS OF DOLLARS 








Oo 
‘29 ‘30 ‘3! 











"32 '33 ‘34 '35 ‘36 
LAST TWO MONTHS ESTIMATED 











ability of a company to sup- 








230 





were pressing for settlement. 
Also during this period of busi- 
ness stress, the company. was 
under the necessity of support- 
ing boom-time rentals, while 
sales were at a _ depression 
low. Such were the circun- 
stances which led to the appl- 
cation for bankruptcy early in 
1933. 

At the end of 1931, capital 
zation of McCrory Stores com- 
prised 50,000 shares of 6 per 
cent preferred stock, $100 par, 
376,721 shares of common 
stock and 80,884 shares of 
class B= stock. There were 
$4,755,000 5% per cent deben- 
tures due 1941 outstanding 
and purchase money and mott- 
gage obligations amounted to 
$1,294,865. In all, three plans 
of reorganization were formu- 
lated before the Courts found 

(Please turn to page 252) 
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BY J. 


hiss to the passing of the two Securities Acts and 
their administration by the Securities & Exchange Com- 
mission there were many sound, well-managed compa- 
nies Whose securities were unknown outside the imme- 
diate circle touched by their own operations. Now, 
however, that regulation has come to dealings in stocks 
and bonds—regulation which has as its keynote “more 


New Comers to the 
N. Y. Stock Exehange 


NM 





Diversity of Companies Which Have 
Recently Come on the Big Board 


McCORD 


information for the investor’—these securities are being 
listed on the New York Stock Exchange and made avail- 
able on a national scale. They come from Chicago, 
Philadelphia and elsewhere. The list below contains a 
number of recent new comers to the “big board”; 
although not all as yet are traded thereon, their New 
York Stock Exchange listing has been approved. 








New Comers to the New York Stock Exchange 











































































































Earned 
per Share 
1st 9 mos. Recent 
Company 1936 Price COMMENTS 

Black & Decker Manufacturing........... ~ $2. 743 $30 Company's chief line consists of portable electric tools, for which the largest demand comes from the auto- 
mobile industry. Evidence of full p in the busi recovery is gathered from the fact that in 1932 
production totalled but 10,000 units, while last year’s output was some 71,500. 

RINE: oso cee Bole heaae soeetle ts -09¢ 16 Operates both as a wholesaler of dry goods and an operator of a chain of variety stores; also does a mail 
order business. Although the company has not long turned the corner, the outlook for retail trade is bright 

5 and the recovery in earning power from this point may well be fast. 

Central Foundry............... i : NF 7 This company is the outgrowth of a reorganization of the old Universal Pipe & Radiator Co. Will benefit 
from building activity. 

Champion Paper & Fibre................ 1.27b 31 rtant fact of papers for printing and commercial uses other than newsprint. New Texas 
= will be in operation shortly. Outlook for paper is g Ily improved. 

SRR ROLE: St RAR rere NF 45 Manufacturer of valves, heating and plumbi Is a beneficiary of construction a of all 
kinds, although industrial processes = result in a roa Sean for the company’s products. 

ElPaso Natural Gas................... 1.75 23 Buys natural gas, moves it over 800 miles of owned pipe line, and sells at wholesale. Recent gains in earn- 
ing power have been rapid and a 40-cent initial dividend is to be paid on the common stock at the year end. 

UNOS DROVES 555 550 ce occeass a NF 48 Output comprises stoves, ovens, ranges, heaters, using oil, gasoline and electricity. Sears, Roebuck owns 
nearly half the outstanding stock and last year took 58% of the output. 

MEIN S05 Soc asian saG.o04 3.58 2.50d 55 " Profitably engaged in the manufacture of fibre board. Recently declared a 25-cent extra in addition to the 
regular quarterly dividend of the same amount. 

McGraw Electric...............5. ee 3.70a 41 Electric toasters and wa‘fle makers comprise the company’s main line. Earning power currently is good. 

Nationa Malleable & Steel Castings. ..... 2.23¢ 52 Field includes iron and stee! castings, chains and various railroad specialties. Curren (earnings are good and 
the outlook appears bright. 

Pacific Finance of California............. 1.74¢ 35 The same favorable factors operative over the past few years that have 30 favoratly influenced the business 
of the larger finance companies, long-listed on the New York Stock , are pertinent to this case. 

DUT RMU PIOUS. os. 55:5 5 ois siscs5.0%ss vos « 1.72 27 Supplying rust-proofing chemicals, largely to the automobile industry, the company has been a beneficiary 
of the sharp up-turn in motor car output. 

Pennsylvania Glass Sand................ 86 20 The company 's business is the in and preparing of silica products for the glass and ceramic trades. 

ers of refractories are also customers. Has demonstrated good earning power 

_ except for the worst depths of the last depression. 

Texas Gulf Producing...............-.5 69 6 A Ls oil producer. Net production in the third quarter of the present year amounted to 460,560 

rrels, 

United Engineering & Foundry.......... 1.55¢ 50 Designs and manufactures heavy steel mill hinery for ti both at home and abroad. Has been 
and will continue to be, helped by industrial renovation and expansion. Has an uninterrupted dividend 

a record on the common stock since 1902. 





&~Year to September 30. b—Twelve months to August 18. c—Six months. d—Year to August 31. NF—Not available. 











DECEMBER 5, 1936 













Bright Outlook for Office Equipment 


Leading Companies Have Big Year Ahead 


BY MUNROE E. MARSHALL, JR. 


As the vear draws to a close, it 
becomes apparent that leading 
manufacturers of business and 
office equipment will make the 
best showing, both in sales and 
earnings, since 1929. Aggregate 
profits are expected to be as 
much as 25 per cent higher than 
in 1935. Further, there is every 
reason to expect that the con- 
ditions with which the industry 
has been favored during the past 
year or more will be equally ef- 
fective in 1937. 

Looking ahead to next year, 
replacement demand appears to 
be the most dependable factor in the 1937 prospect for 
the business equipment industry. Although a_ rising 


Gendreau 


volume of business has encouraged the purchase of new 


office appliances, reliable surveys indicate that there is 
still in use a large quantity of outworn and inefficient 
typewriters, calculating machines, bookkeeping equip- 
ment and the like, a reflection of the subnormal pur- 
chases during the depression years. Manufacturers of 
this type of equipment are counting heavily on this 
potential demand, and with continuing factory and of- 
fice expansion requiring larger clerical forces and gen- 
eral employment, the hopes of the industry appear to be 
well founded. 

Sales of business equipment, not necessarily for re- 
placement purposes should likewise continue to expand 
responding to the increasing necessity of ma‘ntainine 
full and accurate records to meet the requirements of 
multiple taxation, social security, and government reg- 
ulation. Competitive success may often be determined 
by a relatively slight difference in profit margins and all 
business is under the necessity of availing itself of every 
feasible method to forestall rising costs. This condition 
gives the manufacturer of business equipment a strong 


232 








sales argument if he can dem- 
onstrate a valuable savings in 
time and labor for his devices. 
And there is no doubt that he 
can. 

Leading manufacturers have 
not neglected the opportunities 
for research and improvement 
and many of the most impor- 
tant developments, resulting in 
greater efficiency and_ broader 
purpose. were perfected during 
the darkest days of the depres- 
sion. In not a few instances en- 
gineering advances both in the 
design and performance of ol- 
fice equipment have been really startling and some of 
the calculating and tabulating machines appear to have 
been invested with a mechanical brain. This type of 
equipment is, of course, expensive, but it can be ade- 
quately demonstrated than it more than “earns its 
keep.” 

Actually, there has been a substantial gain in the de- 
mand for the more costly types of equipment during the 
past year, a trend which has contributed even more 
substantially to makers’ profits. The increase in nel 
profit in some instances has been as much as 100 per 
cent, reflecting the wider margin realized on_ higher 
priced units. The prospect at this time, however, is for 
better profit margins on all types of equipment, partict- 
larly typewriters and calculating and accounting ma- 
chines. Not only have prices been stronger but allow- 
ances on used equipment have been reduced and the 
supply of second-hand machines has been maierially 
lowered, almost in fact to the point of virtual exhaustion. 
Previously stocks of used equipment had been a retard: 
ing factor both in sales and prices. 

The likelihood of accelerated export demand round: 
out the favorable prospect for 19387. Of the leading 
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manufacturing industries, there is none which is more 
actively engaged in cultivating the foreign market than 
the makers of business equipment. All of the leading 
companies have foreign branches, as well as manufac- 
turing, assembly, and parts divisions located abroad. 
During the 1926-30 period exports of office equipment 
averaged about $45,000,000 annually. In 1933, exports 
were less than $16,000,000, but accounted, nevertheless 
for about 25 per cent of the total production of business 
equipment that year. Exports last year exceeded $27,- 
000,000 and thus far this year have gained moderately. 
Current gains doubtless would have been larger had it 
not been for internal disorders, and currency uncer- 
tainty. The industry, however, expects beneficial effects 
from the devaluation of gold bloc currencies and the sub- 
sequent currency agreement. While prices of American 
office equipment were automatically increased as a 
result, leading manufacturers are of the opinion that if 
general business abroad improves, higher prices will have 
little or no restricting effect upon purchases. American 
office equipment is recognized the world over as being 
vastly superior to the foreign product and generally 
preferred by business men everywhere, even though the 
cost is higher. Equipment manufacturers have also de- 
rived considerable benefit from the trade treaties, most 
of which contained some concession favorable to busi- 
ness machines and appliances. It can not be expected, 
however, that export demand will attain normal pro- 
portions so long as political disturbances and war 
threaten to disrupt commerce and industry. The prob- 
abilities are that for the next twelve months, at least, 
business abroad may show further improvement and an 
enlarged demand for American office equipment would 
be a logical corollary. 

The character of the business equipment industry has 
changed somewhat in recent years, the manifestation of 
which is to be found principally in the increasing di- 
versification of output by the leading companies. As a 
result there is considerable overlapping of output, and 
fields which formerly were practically in the sole pos- 
session of one or two companies must now be shared, 
more or less, by other units which have broadened their 
scope to include a more complete line of office equip- 
ment. This, of course, has meant increasingly keen com- 
petition which, for the most part, however, is not of the 
cutthroat variety, but orthodox business rivalry based 
on merit and performance, 





Meanwhile, the company has retained its dominant po- 
sition as a manufacturer of cash registers, by constant 
improvement and refinement of its many models. As- 
sembly and parts plants are maintained in Canada, 
England and a large interest is held in a leading 
Japanese manufacturer of cash registers. From German 
sources, it is reported that the company’s German sub- 
sidiary has been consolidated with the cash register divi- 
sion of Krupps, the latter retaining a minority interest. 
This arrangement carries considerable potential advan- 
tage to National. Domestic sales this year have regis- 
tered a gain of more than 30 per cent in the first ten 
months and profits for the first nine months were equal 
to $1.09 a share on the 1,628,000 shares of stock, com- 
prising the entire capitalization. For the full year, net 
may exceed $1.40 a share. On the basis of these earn- 
ings and adequate working capital, increase in the aggre- 
gate dividends of $1 declared this year would be war- 
ranted. The shares at 30 are a worthy candidate for 
longer term funds. 


International Business Machines 


International Business Machines Corp. has distin- 
guished itself by an exceptionally able earnings perform- 
ance during the depression, and even in 1932 when 
business was at its lowest ebb, the company earned over 
$8 a share on its stock. Earnings have acquired an 
unusual measure of stability, partly because much. of 
the company’s equipment is leased to users on an annual 
rental basis, and partly because of the company’s ac- 
counting practice which spreads costs to conform with 
revenues. International is the foremost manufacturer 
of specialized tabulating and sorting equipment and the 
necessary cards and forms for the use of this equipment. 
In addition, the company makes time-recording ma- 
chines, weighing equipment, electric typewriters and 
equipment for transmitting messages by wire or radio 
which are automatically reproduced at the receiving ter- 
minal. At the recent Business Show in New York City, 
International exhibited, among other products, a finger 
print assorting machine and a traffic recording device. 
The company has contracted with the Social Security 
Board to lease equipment for recording salary data, etc.. 
at a rental of $438,000 annually. The company’s business 
is truly international in scope, embracing some 75 for- 

eign countries and account- 





rather than price. 


National Cash Register 





Stocks of Representative 
Manufacturers of Business Equipment 


ing for about 20 per cent 
of the total volume. This 
vear earnings are at the best 
levels in the company’s his- 


National Cash Register a tory, with net equal to $7.76 
Co. affords an excellent ex- Share Price Range Divs. a share on 738,934 shares of 
A 1st9 mos. Ist9mos. 1936 Recent Dec’d z @ i . 
ample of this tendency Company 1935 1936 Hish Low Price 1936 capital stock in the first nine 
toward greater diversifica- National Cash Register.... 0.61 1.09 31% 21% 30 1.00 months. The regular cash 
tion. The world’s largest — !ntemational Bus. Mach.... 7.39 7.76’) 188 = 160, 1847-50" dividend of $1.50 quarterly 
manufacturer of cash regis- elec ae ig Ce Cae SN ar 301-20 will be augmented by an ex- 
. Elliott Fisher.. 2. 2. 99 74 85 2.871 , = Fate: 
hi~toumsy het er.. ss vs tra of $1.50 and 5 per cent 
: . Add ph-Multigraph. 0.62 1.17 37% 22% 33 0.95 aa 
years has broadened its out- : stock dividend, the latter 
ito iaetude the BA id Royal Typewriter......... 3.11 6.15 981 38% 93 None Z 
put to include the Ellis adc L. C. Sulth & Corone Type 1.70(a) 3.98(0) 24% 19% 28 0.85 payable April 1, next. In 
ing typewriter, posting Ma- Remington Rand......... 0.32(d) 0.20(d) 25 17% 23 060% addition to the stock there is 


chines and specialized equip- 
ment for brokerage houses, 
utility companies and hotels. 


(a) Fiscal year ended June 30. 
er of shares. 


(b) 1st 6 mos. 
(d) 6 mos. ended Sept. 30. 


outstanding an issue of $10,- 
00,000 3 per cent deben- 
(Please turn to page 256) 


(c) On increased num- 
* Plus stock. 
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Understanding Today’s Market 


Fluctuations 


Aviation and Baking Stocks in the Limelight 


BY FREDERICK Kk. DODGE 


—_— flare-up of European war scares has gen- 
erated great interest in the aircraft stocks in recent 
weeks. What with the Italian and German recognition 
of the Fascist government in Spain, General Franco’s 
order for a blockade of Barcelona, and Great Britain’s 
announcement that she would protect her shipping in 
the event of blockade of Spanish ports, it was only 
logical to assume that additional fillip will be given the 
production of armaments in nearly all countries. The 
war efficiency of aircraft in the conquest of Ethiopia was 
strikingly demonstrated, and is continuing to be proved 
in the Spanish arena, so that manufacturers of airplanes. 
engines and accessories appear to be in an excellent posi- 
tion to garner larger volumes of business as the world- 
wide armament race proceeds. Little wonder then that 
market interest of late has turned from many other sec- 
tions of the list to the aircraft group, with its relatively 
small number of representative issues. 

United Aircraft, Boeing, North American Aviation, 
Sperry Corp., and Curtiss-Wright A; all have been 
among the most active issues in recent market sessions. 
Prior to the election these stocks had displayed a gen- 
eral tendency to form a “line” on the chart, usually in- 
dicating a period of consolidation and the building up of 


’ 


technical strength through the process of “digestion” 

Appreciation in the group had been outstanding fol- 
lowing the lows of the April readjustment in the specu- 
lative list, and it was a sign of underlying strength that 
most of these stocks made this “line” thereafter, rather 
than declining to correct for any over-speculation that 
might have been going on during the previous rise. It is 
true that immediately prior to election prices did de- 
cline for a brief ten-day period, but this can be almost 
wholly ascribed to the publication of a poor earnings re- 
port by Douglas Aircraft, which company had _ been 
plowing back earnings in anticipation of greater busi- 
ness volumes in the future. 

This short period of relative weakness, however, 
turned out to be the start of inverted “head and 
shoulders” formations in the price fluctuations of the 
majority of the aircraft issues. The “head and shoul- 
ders” bottom is one of the most common of the for- 
mations indicating accumulation, and is assiduously 
looked for by all students of market action primarily 
interested in short and intermediate term trading. 
Prices of leading aviation issues declined for a week or so 
to a point forming left shoulders, then rose and declined 
again to form so-called heads, lower than the left shoul- 





Keeping Up With the Active Stocks 





Shares Annual Earnings Interim Earnings Price Range 
Outstand- Divi- Recent Approx. ——-—— ~ - Se, ee 

ing dend Price Yield 1934 1935 1935 1936 High Low High Low 
Radio Corp. of Am......... 13,897,209 .... 11% do0.10 d0.04 0.05je6 0.01je6 13% 4 1414, 9% 
Paramount Pictures.......... 1,610,452... 211% TF 0.79 0.83je6 d0.43je6 12 8 22%, 1 
Alleghany Corp.............. , 4,298,447 .... 51, d1.12 d0.93 Ss aa 3% yy 5% 2% 
Elec. Power & Light......... 3,421,354 .... 193, d1.63 d1.40 d1.66se12 0.41se12 7% 1% 199, 6% 
Warner Bros. Pictures........ 3,701,091... 1714 d0.77ag12 0.07ag12  0.02my9  0.60my9 103% 2%, 181%, 9% 
Cont'l Baking Corp. “B"..... 2,000,000 .... 33% d1.73 d1.78 d1.43se9 d0.86se9 1% Ye 4 1% 
Radio-Keith-Orpheum..... 2,577,554 .... 8 Deficit Deficit rer ees 6 1% 10% 5 
No. American Aviation. . 3,435,033... 11% d0.30 d0.01 d0.02je6 0.03je6 7% 2 11% 6% 
Stone & Webster......... lll 241, d0.46 0.04 d0.38je6 0.19je6 15% 2% 24%, 145% 
SC ne -- Sppeaeeo. .... 111% Sel caee d0.17je6 0.06je6 .... aia 111% 5% 
Lo See SC | ae 47¥/, d3.93 d2.03 d1.33je6 dO.28je6 1714 9%, 47% 16% 
nS ae 1,588,697 7o° 18%, 3.7 0.78 0.91 0.54se9 0.82se9 13% T¥, 20 10% 


*Including extras. d—Deficit. je6—6 months ended June 6. se12—12 months ended Sept. 12. se9—9 months ended Sept.9. my9—9 months ended 


May 9. ag12—12 months ended Aug. 12. 
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ders. Subsequently right shoulders were outlined in the 
price fluctuations, which, incidentally, in most stocks in 
the group, were higher than the left shoulders, indicat- 
ing greater underlying strength than otherwise would 
have been the case. During the progress of these for- 
mations the volumes of transactions were low or were 
gradually declining, nearly always a confirmatory de- 
velopment tending to give greater confidence in the in- 
dications given by the price movement. These technical 
evidences of underlying strength resulted in strong up- 
ward price movements in the aircraft group beginning 
in the third week of November. Concomitantly the war 
news background had become favorable to this section 
of the list, and those who had watched carefully for 
technical signals were prepared to act quickly in this 
section of the list, which at that time promised to 
provide relatively great appreciation over the short and 
intermediate terms. 

The graph presented with this article shows the price 
fluctuations of United Aircraft since April, 1936, drawn 
to a ratio scale. Volumes of transactions are fitted to 
an arithmetic scale. The July mark-up in the stock was 
followed by a “rounded top” on declining turnover, in- 
dicated on the chart by A—B. This formation is a 
technical sign that an intermediate move is in process 
of spending itself out. An entirely normal technical 
correction followed, canceling approximately one-half 
the preceding rise. The price fluctuations then pro- 
ceeded to form a long “line” closely confined within 
upper and lower limits (C—D on the graph). At D the 
price broke through on the downside forming what later 
turned out to be the left shoulder of a “head and shoul- 
ders” bottom, with the head at E and the right shoulder 
at F. A bullish technical signal was clearly given with 


‘completion of the right shoulder at F, and it will be 


noted that immediately thereafter the price rose on in- 
creasing volumes of trading. This technical manifesta- 


tion was particularly interesting because of the fact that 
United Aircraft had been a laggard in the market for 
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several months, and therefore it was also reasonable to 
assume that the stock was in stronger hands than other- 
wise might have been the case. Deductive reasoning 
combined with technical indications marked the stock 
as one in an extremely strong underlying technical posi- 
tion, and the recurrence of threats of war overseas was 
all that was necessary to bring about a spontaneous rise 
in the price of this leading issue in the armament group 
of securities. 


Baking Stocks to the Fore 


The increasingly more favorable outlook for profitable 
operations in the baking industry has served to keep 
representative issues in this small industry in the specu- 
lative limelight. Here again, technical indications have 
been exceedingly helpful, particularly in deciding the 
question as to whether or not very substantial profits 
available to many operators should be taken. This 
question is a lively one for the reason that the leader in 
this industry, National Biscuit, has recently been quite 
strong on far greater turnover than has been seen for 
nearly a year. Such a development provides a good op- 
portunity for speculators in the smaller and sometimes 
weaker company stocks to take advantage of the fact 
and switch holdings to the leader or to stocks in other 
industries, in the interests of placing funds in a higher 
aliber status or to shift to new situations. Granting, 
however, that technical indications in the price move- 
ment of National Biscuit have been quite favorable, an 
examination of the market actions of Continental Bak- 
ing A, General Baking, and Purity Bakeries would have 
disclosed no good technical reason why these issues 
should have been abandoned. It has been apparent 
for many months that in every instance when prices of 
these stocks have levelled off, or have receded slightly, 
volumes of trading declined substantially. Triangular 
and line formations, moreover, have been characteristic 
of the price movement in (Please turn to page 249) 
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Higher Prices for Rubber Indicated 


Heavy Demand by U. S. Consumers 


BY C. 5. 


; —_ has been a rather remarkable unity in the move- 
ment of commodities upward. Now rubber joins the 
march and scores a six-year high mark of 18 cents per 
pound, the best price since 1929 and there is plenty of 
room for further advance coming up from its all-time 
low of 234 cents in June of 1932. 

Market interest in crude rubber, just at this time 
is in the increase in consumption, outrunning the rubber 
coming to market and so cutting into stocks on hand. 

We move on rubber and we move miles where the 
horse-drawn vehicle was comparatively stationary; thus, 
as raw material, crude rubber is a natural resource in 
which we have a most vital interest, but have no domes- 
tic production whatever, nor any usable substitute— 
usable, that is, in price or quantity. 

The quantity of rubber which comes to the market is 
in the hands of the Rubber Regulations Committee, 
which sets a quota of permissible shipments from the 
producing countries of the Straits Settlements, Feder- 
ated Malay States and the Netherlands East Indies. 
Permissible exports are percentages of basic quotas 
as determined by the Committee from time to time. 
The quotas calculated from current production in 19338, 
effective June 1, 1934, assigned to Malaya, 48 per cent: 
to Netherlands East Indies, 33 per cent, and the remain- 
ing 19 per cent to other countries. 

The Committee has an advisory board of three, repre- 
senting manufacturers of England, the Continent and 
the United States. It thus appears that while we ac- 
count for more than half of the consumption of rubber, 
we have only one member of a mere advisory board to 
speak for us. Of course, the rub is, and was, the com- 
petition among growers. Our manufacturers have had 
plenty of experience with huge inventory losses, as 
growers continued to sell at any price obtainable. 

The basic output figure for 1937 is fixed at 1.258.500 
long tons of 2,240 pounds. On this basic figure, the 
quota for January to June, 1937, is fixed at 70 per cent. 

In view of anticipated further advance in price, the 
meeting of the Regulation Committee on Dec. 15th will 
be followed with interest in the possibilities of raising 
the quota for producers of crude. 

It has been set out so often in these columns that 
restriction encourages outside production that it should 
be quite in order to note that increasing quantities of 
outside rubber are coming from Mexico, from South 
America and from Africa. The trade is adding some 
24,000 tons from these sources to its calculations as to 
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total permissible shipments in 1937 and it is also quite 
in order that this outside production is increasing some 
25 per cent per annum. 

Here are the figures that lend interest to the 18-cent 
price for rubber and cause the trade to sharpen pencils 
and begin figuring possible further advances and also 
to study the declaration of the Regulations Committee's 
“object of reducing existing World Stocks to a normal 
figure and adjusting in an orderly manner, supply to 
demand and maintaining a fair and equitable price 
which will be reasonably remunerative to producers.” 

An encroachment upon stocks in hand and afloat is 
indicated by the figures shown in Table I and it im- 
mediately becomes of first importance to arrive at 
some conclusion as to the Committee’s idea about what 
is a “fair and equitable price.” 

It was expected in some quarters that the devalua- 
tion of the guilder would be a factor in the world rubber 
market, in the primary market of Singapore. It rather 
appears that each of these measures of devaluation be- 
ginning with the pound sterling, has had _ surprisingly 





Table | 
Position of Rubber as a World Commodity 


Long tons 

World Cumulative Shipments January to Sept. 1936 619,260 
World Cumulative Absorption January to Sept. 1935 730,892 
Total Imports into U. S. January to Oct. 1936. 339,545 
Consumption in U. S. January to Oct. 1935 473,593 
Stocks in U. S. as of January, 1936 235,054 
Stocks in U. S. as of Oct. 1936 219,553 
Total World Stocks January, 1936. . 649,351 
Total World Stoc’s Aug. 1935. 542,285 





Table Il 
United States in the Rubber Market 


Cy c 


a0. 'S. Consumption Stocks in U.S. Imports nie at: 


1936 World a World Stocks World Ginmeen 
RDS fins a sae ak 58.06 54.20 54.20 
February... 54.02 53.76 53.97 
March. ...... ties 53.56 $0.42 52.72 
Leet 61.78 76.52 58.30 
| ee ee 56.43 53.95 57.38 
ere 59.35 57.72 57.44 
DIN cs : 55.958 47.66 55.71 





THE MAGAZINE OF WALL STREET 








Court 


littl 
Var 
usec 
seen 
adv 

¢ 
abo 
sup) 
by 
sup 
rub 

\ 
tet 
is a 
con 
is | 

7 
Con 
the 

( 
of 
per 
is ¢ 
up 
Col 
tra 










la- 
ber 
her 
be- 
sly 














Courtesy B. F. Goodrich Co. 


Building a Heavy Duty Pneumatic Truck Tire 


little effect upon the current prices of commodities. 
Various foreign buyers have had an advantage—and 
used it—in our security markets, but commodities have 
seemed to large!y ignore such changes so far as price 
advances or declines are concerned. 

for the rubber manufacturers to feel comfortable 
about raw material. they like to have about six months’ 
supply in hand here or afloat to the U.S. Rubber moves 
by slow boats and there could be no way of hurrying 
supplies to meet any kind of an emergency. Usually 
rubber afloat means some six or seven weeks’ supply. 

With the automobile industry in the strongest posi- 
tien in its history and the tides of traffic increasing, it 
is anticipated that the all-time high mark of monthly 
consumption of 52,636 tons made in June of this year 
is likely to be quickly over-topped. 

The figures in Table I, p. 236, are given to show the 
commanding position of the U.S. as a consumer, taking 
the first seven months of the current year. 

Of our use of more than half of the world production 
of crude rubber, so far this year we have bought 62 
per cent of the rubber from Malaya, 80 per cent, in turn, 
is compounded with sulphur and carbon black and built 
up on the stoutest cotton base, goes to the ultimate 
consumer as a tire for a pleasure car, truck, tractor, 
trailer or airplane landing gear. 

Up to the end of July of this year, tire companies had 
turned out, since January 1, 32,694,000 casings, a record 
figure and well up toward capacity as estimated by some 
well-known trade authorities. 

Automobile tires are so much heavier than in earlier 
years that fewer cars take more rubber, for example, in 
1929, the public bought 5,622,000 cars and the tire 
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makers used 393,000 tons of rubber. In 1935, the deal- 
ers sold 4,120,000 cars which required 394,000 tons of 
rubber. In addition to the heavier tire, car builders are 
finding many other uses for rubber, cushions for mount- 
ing the engine on the frame, and other shock absorbers 
here and there. 

Farm equipment is taking to rubber, the truck is 
being replaced to an important extent on the farms by 
rubber-tired tractors and rubber-tired trailers, all of 
which calls for more and more rubber. 

Thus with world stocks declining and consumption 
increasing, it is to be expected that some increase in the 
prices of tires will be made. The automobile tire is 
one of the items of mass production in which the ulti- 
mate consumer has been given even more than his share 
of the advantages achieved in the industry. The prod- 
uct has been constantly improved, brought to a mar- 
velous degree of perfection in fact, and the price has 
been steadily reduced for the benefit of the user. Tires 
last longer, mileages are guaranteed, tires are given new 
treads, all of which works against the replacement busi- 
ness and makes altogether too comfortable a situation 
for the car owner. A sharp advance in the price of 
tires might bring to him a keener appreciation of what 
mass production and never ending research does for him 
and it would be an equally excellent thing for the tire 
makers. There are already some slight price changes 
going into effect amounting to about 4 per cent. 

To take a further look ahead, there appears to be a 
slightly murky horizon. From what has been written, 
it is plain that the present situation is held steady by 
the Regulations Committee. This Committee comes to 
an end by agreement in 1938. Unless a new agreement 
is forthcoming, it is possible the entire industry may 
again find itself wrestling with chaotic. costly over- 
production stimulated by high prices. 

The rubber industry in our own country, more than 
equal to that of all the rest of the world combined, is 
like all Gaul, a tripartite affair. Tires and tubes. rubber 
boots and shoes, and miscellaneous rubber goods— 
countless items. Tires and tubes account for 56 per 
cent of the wage earners in rubber. 61 per cent of the 
total wages, and 63 per cent of all the value added by 
the processes of manufacture. 

As to the business of tire makers. volumes have been 
written and there are more to come. A long story 
with many phases, but never a dull chapter. 
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THE BUSINESS ANALYST 





Wis resumption of operations by 
Ford assembly lines automobile 
production has again expanded to 
well above 100,000 units weekly, and 
this development, along with some- 
what better than seasonal improve- 
. ment in car loadings and the steel 
ingot rate has served to end the 
minor business recession which set 
in during the closing week of Sep- 
tember. In fact the Index of per 
capita Business Activity has ad- 
vanced two full points since our last 
issue to 92% of normal, a level 22% 
above last year, in spite of a rather 


— Stee! Price Advance 
— Building Activity Grows 
— Carloadings Up 


— Christmas Buying Large 


dise which are in greatest demand. 

So marked a contrast as the coun- 
try is now experiencing between 
almost complete recovery in con- 
sumer goods lines and the _ back- 
wardness of capital goods industries 
has never occurred in previous busi- 





sharp temporary dip in check , 


aking. the Pulso of Business 


merit the thoughtful attention of 
business men and investors. 

There seems to be little doubt that 
the new surtaxes on undistributed 
profits are not only partly respon- 
sible for the magnitude of recent 
wage increases and year-end divi- 
dend disbursements, but also tend 
to discourage the retention of profits 
which hitherto have been re-invested 
in plant and equipment. In some 
Administration quarters the answer 
is that this will prevent the over- 
expansion in capacity which is held 
at least partly responsible for the 

1929 crisis. But there is a large 





payments. Were it not for the 


shipping strike and_ scattered 
labor trouble in other areas, 


which are preventing normal in- 
creases at the present time in 
electric power output and are 
directly or indirectly responsible 
for less than normal seasonal 
gains in coal production and in 
lumber shipments, recovery 
would have made even further 
progress. Should the more im- 
portant of these strikes be set- 
tled promptly, the expansion in 
Business Activity would be un- 
usually swift up to the year-end 
holidays. 

The epidemic of wage in- 
creases and extra year-end divi- 
dends, combined with higher 
farm buying power, is causing 
a near boom in the merchandis- 
ing field. Christmas shopping 
has begun early this year and 
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loophole in the logic of which 
the Administration is rather 
| anxiously cognizant. The hard 
| fact is that business expansion 
is financed not only from cor- 
| porate and private savings, but 
also (directly or indirectly) 
through bank credit. Having 
laid a foundation, through Gov- 
ernment deficits and currency 
devaluation, for the greatest po- 
tential expansion in bank credit 
the world has ever seen, the Ad- 
ministration finds itself in the 
awkward position of touching 
off a commodity price boom 
through higher wages and big- 
ger distribution of earnings, 





while at the same time trying to 
discourage the accumulaticn of 
corporate surpluses and a runa- 
way stock market. 

A recent prediction by Sena- 
tor Harrison, chairman of the 











promises to reach record pro- 
portions in a number of lines and 
localities. In the wholesale trade so 
many difficulties in filling re-orders 
are being encountered that stores 
this autumn may lose close to two 
hundred millions in possible sales 
through inability to secure adequate 
stocks of certain lines of merchan- 
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ness cycles; but is a natural conse- 
quence of the New Deal's deter- 
mination to divert a larger share of 
the national income into channels 
where it is more likely to be spent 
for personal utilities than for pro- 
ducers’ goods. This is likely to have 
far reaching consequences which 


Finance Committee, that the 
Federal budget will be “balanced by 
the fiscal year, 1938” may prove 
correct. With expanding prosperity 
the relief load will dwindle and tax 
receipts increase. Internal revenue 
tor the first four months of the pres- 
ent fiscal year was 16.5% ahead of 
the corresponding period a year ago, 
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and should go on climbing. But bal- 
ancing the Government budget will 
remove only the abnormal cause for 
expansion in bank credit. It will 
pot prevent, in fact may well en- 
courage, What is ordinarily consid- 
ered a normal process of bank credit 
expansion through orthodox busi- 
ness channels. In its economic ef- 
fects any abnormal extension of 
bank credit to private borrowers is 
quite as inflationary as the financing 
of Government deficits. If the 
United States stood alone in this 
predicament the problem might not 
be so difficult; but practically every 
civilized nation in the world has 
contributed its quota to the existing 
money glut through similar govern- 
ment deficits and currency devalu- 
ations. 


The Trend of Major Industries 


STEEL—To compensate at least 
in part for recent wage increases 
and higher cost of scrap and other 
material, prices of finished — steel 
products have been advanced by $2 
tc $4 a ton on all new business 
booked after November 30. Tin plate 
prices will remain practically un- 
changed for the coming season; 
though there is considerable talk of 
2 $3 boost in rails before the year- 
end. Some protective buying of 
steel is likely to be driven in during 
the short time remaining before 
higher price schedules become effec- 
tive; but this will probably not lead 
to any appreciable increase this 
year in operating rates, since most 
mills are already working at prac- 
tical capacity unless obsolete equip- 
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ment should be pressed into service. 
Aggregate earnings of 17 leading 
steel companies for the third quarter 
were about 12% ahead of the cor- 
‘esponding 1935 period; but com- 
parative gains for the fourth quar- 
ter are likely to be smaller—partly 
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because profits picked up substan- 
tially during the fourth quarter last 
year, and partly because most de- 
liveries this year will be on business 
booked prior to recent price ad- 
vances. 


PETROLEUM — Motor fuel in- 
ventories have actually fallen off a 
bit during the past month and are 
now only 8% larger than a year ago, 
despite an estimated increase of 9% 
in consumption for the final quarter. 
Of crude oil there is only a 30-days’ 
supply available for immediate use, 


which barely suffices to ensure 
against possibilities of delays in 
iransportation in event of labor 


trouble. Meanwhile the demand for 
fuel oil is developing into a major 
factor in the industry, as may be 
gathered from a recent report that 
orders for domestic oil burners dur- 
ing the first nine months gained 
38% over the corresponding period 
last year, while sales of distillate oil 
burners increased 85%. 


CONSTRUCTION—Rising wages 
and more liberal dividend disburse- 
ments, along with mounting employ- 
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ment should not only speed up the 
demand for private residences, but 
also for rented living quarters in 
consequence of the “undoubling” of 
families. Predictions are being heard 
that the greatest housing shortage 
in years is likely to develop in large 
urban centers during the next few 


years. Signs of an incipient real 
estate boom may be seen in the 


erowing amount of speculative buy- 
ing of apartment houses, some of 
which have already changed hands 
several times since emerging from 
receivership. 





RAILS—The first 11 roads to re- 
port for October show a gain over 
last year of 16% in gross and 17% 
in net operating income against in- 








creases of 19% and 27%, respec- 
tively, in September. Car loadings 
are running currently about 15% 
ahead of last year. President Litch- 
field, of the Goodyear Tire & Rub- 
ber Co., points to the move toward 
decentralization in industry of re- 
cent years as one of several factors 
which have prevented rail traffic 
fiom keeping pace with the recov- 
ery in industrial production; since 
branch factories are being re-located 
nearer to important markets or 
sources of raw material, thereby ef- 
savings in transportation 
The I. C. C. reports that 
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96 railroads, representing 26.5% of 
the country’s rail mileage, are in 
receivership or undergoing reor- 
ganization under Section 77B of the 
Federal Bankruptcy Act, and adds 
that there have been more than 
1,000 railroad receiverships since 
1870. The report concludes that re- 
curring receiverships have been 
caused largely by insufficiently dras- 
tic scaling down of fixed charges. 
Part of the recent reactionary ten- 
dencies in rail shares is attributable 
to action of the I. C. C. in postpon- 


ing rate hearings to Jan. 6. The 
carriers hope that present sur- 


charges, which would otherwise ex- 
pire on Dec. 31, may be extended 
until the rate case is decided. 


RAILROAD EQUIPMENT — 
Class I railways placed 27,715 
freight cars in service during the 
first nine months, against only 3,172 
during the corresponding period a 
year ago. Locomotives placed in 
service during the same period in- 
cluded 59 steam and 21 electric and 
Diesel engines, against 28 and 101, 
respectively, during the first nine 
months of 1935. 


METALS—Domestic copper has 
held steady at 1014 cents during the 
past fortnight, while foreign prices 


239 















have recovered to 10%, cents after 
a temporary speculative reaction. 
World apparent consumption in 
October came to 172,400 short tons, 
against 160,000 in September. World 
stocks at the end of October had 
dropped to only 357,000 tons, against 
497,000 a year earlier. Domestic 
lead stocks at the end of October 
were off 18.7% from a year ago, and 
were equal to less than three months’ 
supply, which helps to account for 
recent price advances. The tin 
quota of leading producers for the 
final quarter of 1936 has been un- 
expectedly increased to 105%, from 
the previous 90%, of standard ton- 
nages, despite the circumstance 
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that world visible supplies on Oc- 
tober 31 were 7.3% greater than a 
year ago. Siam has decided to re- 
main in the international cartel. 
Silver, after its brief speculative 
flurry, has slumped back to within a 
fraction of 4434 cents, the old level 
at which it had been long pegged. 
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10%. 
MERCHANDISING — Depart- 


ment store sales in October were 
16% ahead of last year, compared 
with a ten months’ gain of only 11%. 
During the first half of November 
the increase amounted to 13.9%. 
Chain stores sales in October in- 
creased 19% over October, 1935, 
against a ten months’ gain of 13.7%. 
With orders pouring in at a rate 
30% to 40% heavier than last year, 
and under a barrage of price ad- 
vances, dry goods jobbers are at 
their wits’ end in trying to handle 
business to the satisfaction of retail 
customers. Members of the Na- 
tional Retail Dry Goods Association 
are planning to set up a voluntary 
N R A for the industry to cover 
minimum wages, maximum hours, 
and fair trade practices, and the 
group, which is said to represent 
5.000 retailers throughout the coun- 
try, has decided to withdraw from 
membership in the U. S. Chamber 
of Commerce, on the grounds that 
it is inadequately represented in the 
latter organization. 


conservatively estimated at 


UTILITIES—The gain in elec- 
tric power output over last year has 
narrowed down to around 12%, 
partly owing to scattered strikes at 
industrial plants, and partly because 
comparisons now are with an excep- 
tionally sharp expansion last year. 
An executive of the General Elec- 





tric Co. predicts that the consump. 
tion of electric power will reach a 
peak during the present cycle of 
prosperity far in excess of 1999, 
The stability of telephone and tele- 
graph securities as investments jis 
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convincingly shown by a_ recent 
analysis which finds that the com- 
munications industry disbursed 29% 
more dividends last year than in 
1929. The dividend _ increases 
over 1929 were 17.4% for 1930, 
28.4%, for 1931, 30.3% for 1939, 
27.77 for 1933, and 27.1% for 1934. 
However, it remains to be seen if 
taxes on undistributed profits will 
leave enough accumulated surplus 
by the next depression to permit a 
repetition of this remarkable _per- 
formance. 


LIQUOR—Five of the biggest dis- 
tillery companies and seven large 
trade groups have been cited by the 
F. T. C. for price fixing. Owing to 
the time consumed in taking evi- 
dence, however, the 
ultimate findings, 
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not be handed down 
soon enough to inter- 
fere with currently 
promising fourth 
quarter profits. 


Conclusion 
With automobile 
plants back into full 
production — business 
has again resumed an 
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upward trend which 
should gain consider- 
able headway before 
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1929. Truck produc- 
tion this year should 
exceed 850,000 units, 
the largest on record, 
and 15% ahead of 
1935. Next year’s in- 
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The Personal Service Department of THe MacGazine or WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your request to three listed securities. 


3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





B. F. Goodrich Co. 


On the basis of reports that B. F. Good- 
rich may earn as much as $3.30 to $3.40 on 
its common—don’t you think this stock 
should sell higher? I have 100 shares 
beught at 1914.—D. H. H., Newark, N. J. 


There have been a number of de- 
velopments over the past year, 
which have considerably improved 
the position of B. F. Goodrich com- 
mon stockholders. In the first place, 
the company has benefited from a 
more stable price structure than has 
existed in a number of years, which 
together with expanding volume 
business, has meant increased profit. 
Thus, the report of the company 
covering the first half of 1936 re- 
vealed the highest net income to be 
recorded for any similar period since 
1929. Net income for the period 
amounted to $2,727,606 which was 
equivalent, after allowing for regu- 
lar dividend requirements on the old 
7% preferred stock, to $1.47 a share 
on the common. In the first half of 
1935, the common stock earnings 
equalled 45 cents a share. In order 
that common stockholders might be 
placed in a position to share in the 
sarnings recovery being enjoyed by 
the organization, a plan was adopted 
whereby arrears amounting to 
$33.25 a share on the 294,308 shares 
of 7% preferred stock were cleared 
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through the issuance of new $5 pre- 
ferred stock and common stock to 
holders of the old preferred. Good- 
rich not only is a factor in the auto- 
mobile tire industry, which is enjoy- 
ing considerable betterment, but is 
the largest manufacturer of mechani- 
cal rubber goods. With industrial 
recovery taking place on a_ broad 
front, prospects for the organization 
are further enhanced. The company 
plans to call its present outstanding 
614% mortgage bonds with part of 
the proceeds from its recently mar- 
keted first 444s, thereby effecting a 
saving and further enhancing the 
market position of the common. 


American Safety Razor Corp. 


I had thought American Safety Razor 
would be doing better recently inasmuch as 
the last quarter of the year is said to be its 
most favorable. Would you care to comment 
on the present position and prospects for 


this company?—R. J. F., Dayton, Ohio. 


Qnauine 


The record in past years indicates 
that you are correct in your assump- 
tion that the final quarter of the 
year produces the largest earnings 
for American Safety Razor Corp. In 
1935 the net earnings in the final 
quarter of the year showed an in- 
crease of over 56% above the third 
quarter earnings, and fell only a lit- 
tle short of the net produced from 
the operations in the entire first half- 
year period. Earnings for the nine 
months ending September of this 
year at $1.73 per share were 11% 
above those reported for the corre- 
sponding months in 1935, and the 
improvement will likely be more pro- 
nounced in the final quarter. The 
full year earnings are likely to record 
considerable improvement over the 
$2.14 a share (applied to present 
outstanding share capitalization) 
arned in 1935, and we do not be- 
lieve that the full effect of the re- 
covery of public purchasing power 
has as yet been felt. The financial 
position is outstandingly strong, and 
extra dividend disbursements over 
the regular $2 dividend rate may be 
forthcoming in the not far distant 
future. The company has expanded 
its operations in the recent past to 
include the manufacture of soap and 
cosmetics, and the manufacture of 
surgical instruments. It occupies a 
place of considerable importance 
tradewise, which position it has been 
able to maintain. Continually im- 
proving products and the adoption 
of a shrewd sales program have con- 
tributed much to the maintenance 
of earning power, and we may as 

(Please turn to page 250) 





When Quick Service Is Required Send Us Prepaid 
a Telegram and Instruct Us to Reply Collect. 
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“Free to You 


The 1937 Boom 


—How to Profit From It 


A 


By A. T. Miller, Technical Market Authority 


A new book,—flexible cover,—clearly and simply presented in easy-to-read type,— 
illustrated with examples and tables,—giving you quickly a clear picture of the three 
phases since 1932—progressing into the fourth phase,—the great industrial expan- 


sion period just ahead. 


The contents of this book have never before been published either 
in THE MAGAZINE OF WALL STREET or in any other publication. 


This book will not be a theoretical treatise but a practical guide. It will tell you what industries to 
buy into,—how to select the best securities from the standpoints of management, business prospects, 


financial position and market sponsorship. 


From a stock market angle, it will explain timing in buying and selling,—the importance of considering 
volume in indicating a buying point—with timely illustrations,—the aspect of the thin market,—the 


effect of SEC regulations, etc. 


With the re-election of the Roosevelt Administration for four more years this book will be an invaluable 
aid as it is based on the lessons of the last four. Every point is clearly made so that you can apply them 
to your own investing,—just as our expert analysts do. 


CONTENTS 


Introduction—The Market Since 1932 
—The First Three Phases 
—The Fourth Phase—Now at Hand 


Chapter I—The Coming Era of Industrial 
Expansion 
—“Prince and Pauper” Industries 
~-Heavy Goods Industries 
—The Dynamic Industries 
—The Newer Industries 


Chapter II—Comparisons Between Industries 
—Capital Goods and Dynamic Industries Compared 
with Consumption Goods Industries 
—Which Offer the Greatest Possibilities of Apprecia- 
tion in 1937 
Chapter I11]—Industrials vs, Rails and Utilities 
—Free Initiative Industries 
—Governmental Regulated Industries 
Chapter I[V—Price Earnings Ratio 
—Profit Margins —Leverage 


Chapter V—The Bullish Credit Factors 


—Continued Government Spending 
—Vast Money Base 
—Expansion of Bank Deposits 


—Pay Point 


Chapter V—The Bullish Credit Factors—(Cont.) 
—Velocity of Bank Money 
—Effect of Refunding 


—Increase in New Capital Financing 
—Cheap Money 


Chapter VI—Effects of Government Regulation 


—Labor and Business Legislation 

—The New NRA? 

—Financial Regulation Through SEC 
—Thinner Markets? 

—Credit Policy of Federal Reserve Board 
—Taxation 

—Reserve Board Margin Policy 


Chapter VII—Effect of European Developments 
on the Market 


—Gigantic Foreign Stake in American Securities 
—If Withdrawn—When? 

—Flight of Foreign Currencies 

—Further Depreciation 

—Influence of War on International Currency 


Chapter VII—Possibility of Inflation 
—Gradual Rise 


-—Accelerated Commodity Increase 
—Outlook for Bonds and Preferred Stocks 
—Best Hedge 


Chapter IX—Wisest Investment Policy for 1937 
—What to Buy—What to Hold—What to Sell 


Special Offer on Next Page Brings You 
This Important New Book—FREE! 



















This Year Give— 


THE MAGAZINE OF WALL STREET 






= The Ideal Gift 


—For Yourself, Father, Son, Friend or Business Associate 


The gift that lasts forever, and can never be taken away, is knowledge and superior judgment. It is the 


key to success and happiness. It is essential to real progress in 1937. 


No Christmas Gift you give this year can be of more practical value, or compliment the recipient more 


than THE MaAGAzInE oF WALL STREET. 


It will indicate that you have faith in his ability to ‘get ahead’ 


—and twenty-six times throughout the coming year he will be reminded of your thoughtfulness. He will 
read it with satisfaction—at first because he will gain an insight into the nation’s business that he never 
believed he could secure so easily. He will continue reading it because he will speedily realize he can 


acquire more practical information from its pages than from any reading 
he ever did before. 


Give The Magazine of Wall Street to— 


Your Valuable Business Contacts—who will appreciate your interest 
in their progress. 


Your Executives and Employees—who can use the knowledge gained 
not only in developing themselves, but in doing a better job for you. 


Your Son—Your Daughter—Who are making their own way—because 
it will make them more capable and prepare them for the business of 
practical life. 


Yourself—since it will serve you in a thousand ways,—because each issue 
contains ideas and suggestions that you can adapt in your own business, 
—because as an investment guide alone it yields excellent returns out of 
all proportion to its moderate cost. 


—This Offer Is Extended tor 10 Days 


Mail the coupon below with your remittance today. Your subscription 
will start with our Christmas Number. It will include our important new 
book “THE 1937 BOOM”—and Confidential Inquiry Privileges. Note: 
You can send the Magazine of Wall Street as a gift to one friend—and 
the book to another—or to yourself. 


—aaaame Mail This Christmas Gift Order Today="-- 
The Magazine of Wall Street, 90 Broad Street, New York 
]I enclose $7.50 for 1 year of THE Macazine oF WALL STREET including— 1! 

[ 

1. The Magazine of Wall Street 1 year. i 

2. Your New Book “THE 1937 BOOM” free. , 

3. Confidential Inquiry Privileges free. : 
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@ 
A Subscriber’s 
Christmas Suggestion 
“I have decided to give my friends 
the best Christmas gift possible— 
an annual subscription to your 
Magazine. Regardless of their fi 
nancial position they will find it an 


instructive investment guide and «@ 
business essential.” 


R.S.G., Des Moines, Ia. 


2 Gifts 


THE MAGAZINE OF WALL 
STREET for a full year. .$7.50 


Important New Book 
“THE 1937 BOOM”... .free 


Confidential Inquiry 
ee eee free 


For $7.50 
The Price of One 
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6% POINTS on UCU. S. RUBBER! 






6% POINTS ON 20th CENTURY-FOX! 


13% POINTS ON DEERE & COMPANY! 














T 
HESE profits were made available through our Trading Advices closed out 


during November. 


No losses were sustained. Our current open trading posi- 


tion also shows a paper profit. It consists of three active common stocks selected 
by our analysts as offering outstanding possibilities in this year-end phase. You 
can participate in the moves of these stocks and our new recommendations by 
placing your subscription to the FoREcAST now. 


344% Points Profit to Date This Year 


This is a summary of our record on closed transactions alone. . . after deducting 
losses. Our open position shows 12014 points profit with only 434 points loss 
. ..aratio of more than 27 to 1. 


As one of our subscribers, you will be provided with a well-balanced, scientifi- 
cally conducted program particularly suited to your wishes, requirements and 


objectives. 


You will have the assurance of knowing that we shall advise you 


what and when to buy and when to sell . . . having you contract or expand your 
position in anticipation of pronounced market weakness or strength. 


Basic factors indicate that 1937 will be a boom year in selected securities. To 
profit fully from the outstanding opportunities that develop, you should have at 
your disposal the complete, definite and continuous service of the Forecast. 
Enroll now through our current special offer by mailing the coupon below. 





Mail Today 


Your subscription will 
start at once but date 
from January I 


THE Forecast acts only in 
an advisory capacity, handles 
no funds or securities and 
has no financial interest in 


any issue or brokerage 


house. Its sole purpose is 
the growth of your capital 
and income through reliable 
counsel. 














THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street 
90 BROAD STREET 


CABLE ADDRESS: TICKERPUB NEW YORK, N. Y. 


I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast. I under- 
stand that regardless of the telegrams I select I will receive the complete service by mail. ($125 will cover 
an entire year’s subscription.) 


Send me collect telegrams on all recommendations checked below. (Wires will be sent you in our Private 
Code after our Code Book has had time to reach you. 


TRADING Short-term recommendations following intermediate market swings. Three or 
eae four wires a month. Three to five stocks carried at a time. $1,200 capital 
ADVICES sufficient to act in 10 shares of all recommendations on over 60% margin. 


UNUSUAL Low-priced common stocks that offer outstanding possibilities for market profit. 
._ Two or three wires a month. Three to five stocks carried at a time. $600 capital 
OPPORTUNITIES cufficient to buy 10 shares of all recommendations on over 60% margin. 


BARGAIN Dividend-paying common stocks with exceptional price appreciation prespects. 
MEO Gide 0) nt dinninnacs ia 

PRUNE ein ila 605:0. 9:16. e 0 ska e wees Meigs hee bee: ow. eer CAPITAL OR EQUITY AVAILABLE... .......cccccsee 
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Include a Complete List of Your Present Holdings for our Analysis and Recommendations 
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Folder with Trading Requirements on 


STOCKS BONDS 
COMMODITIES 


Sent to Investors upon Request 


As members of the principal 
exchanges we are in a position 
to be of service to you in the 
purchase and sale of Stocks, 
Bonds and Commodities. 
CASH OR MARGIN ACCOUNTS 
IN FULL OR ODD LOTS 


Ask for ‘‘Booklet M,’’ giving trading re- 
quirements and other information. 


J.A. Acosta & Co. 


Members 

ed York Stock Exchange 
Y. Curb Exchange (Assoc.) 
a York Cotton Exchange 
New York Produce Exchange 
N. Y. Coffee & Sugar Exchange 
Chicago Board of Trade 
ommodity Exchange, Inc. 
New York Cocoa Exchange 


60 Beaver St. New York 
Phone BOwling Green 9-2380 











—cATT Ao 
A CHEAP STOCK 
FOR LARGE PROFIT 


When HOUDAILLE HERSHEY ‘‘B’’ 
was selling at 64% we advised its purchase as 
“one of the most attractive low-priced specula- 
tions in the entire list.’ In less than a year 
it sold above thirty. This demonstrates the 
unusual profit possibilities in some of the 
lower-priced stocks. 

We have selected another issue which, in 
some respects, is more attractive than HOU- 
DAILLE HERSHEY. It is a stock in which 
you might, in the months ahead, secure 
greater-than-normal profit. It is listed on 
the New York Stock Exchange. It will, we 
believe, sell much higher. Now, however, 
it may be bought at a very reasonable 
figure. 

The name of this stock will be sent to you 
ibsolutely free. Also an interesting book- 
let, ‘‘MAKING MONEY IN STOOCKS.’’ No 
charge—no obligation. Just address: 


INVESTORS RESEARCH BUREAU, INC. 
Div. 282, Chimes Bldg., Syracuse, N. Y. 











"Full Lots - Odd Lots 





LAPHAM, DaAvIs 


& BIANCHI 
Members New York Stock Exchange 
29 Broadway - New York 


Uptown Office Boston Office 
522 Fifth Ave. 49 Federal St. 





Stocks « Bonds * Commodities 


Commission orders executed for 
cash or conservative margin 














"A LITTLE DOES A LOT” 





Send for free cook book and mixing guide. 
Address Angostura, Norwalk, Conn. 
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What's Ahead por 
STOCKS 


° 
in 1937? 
What opportunities to capitalize? 
What pitfalls to avoid? 
What investments for Recovery? 
NNUAL UNITED OPINION Fore- 
cast for 1937 answers 16 vital Ques- 
tions on the business and financial out- 


look that will prove a valuable guide to 
profits in the New Year. 
10 Stocks to Buy Now 
With the Forecast we include list of 
10 stocks selected by our staff as offer- 


ing the best profit opportunities for 
early 1937. 


Get the Facts— pree/ 


That you may test the accuracy of 
UNITED OPINION forecasts for your- 
self, we will send you the Annual Fore- 
cast and the list of 10 Stocks for 1937 
rrofits without obligation. 


Send for Bulletin W.S. 50. Free! 
UNITED BUSINESS SERVICE 


210 Newbury St. Aw r Boston, Mass. 








and other valuable information for investors 
and traders, in our helpful booklet. 

free on request. Ask for Booklet HC6 
Accounts carried on conservative margin. 


(iisHoim & (HAPMAN 


Established 1907 
Members New York Stock Exchange 
52 Broadway New York 














‘Odd Lots—100 Share Lots 


Booklet M W 801 upon request 


John Muir& (a 


Established 1898 
Members New York Stock pg 


39 Broadway New York 











WINTER FABRICS 
In the new designs and 
colors now showing. 
Business suits and over- 
coats start at only 


EIGHTY-FIVE DOLLARS 


An appointment will be 
made at your pleasure. 


Telephone 
BRyant 9-7495 


SHOTLAND ann SHOTLAND 


374 FIFTH AVENUE. N NEW YORK 
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Send this advertisement 
for 2 weeks free trial 


The Gartley 
Weekly Stock 
Market Review 


Aten page weekly analysi- of 
stock price trends; a specific 
technical review of from 30 to 
40 stocks and other important 
and valuable market comment 
and opinion. Prepared by H. 
M. Gartley, Inc., outstanding 
authorities onthetechnical 
interpretation of stock price 
movements. M 


= H.M.Garftley,Inc. 
= 76 William Street, New York 
TT nn 











KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, The Magazine of Wall 
Street, 90 Broad Street, New York, N. Y. 





‘‘ODD LOT TRADING’’ 
John Muir & Co., members New 
Stock Exchange, are distributing 
booklet to investors. (225) 


‘*TRADING METHODS’’ 
This handbook issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 


WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, 
a security advisory service conducted by 
The Magazine of Wall Street for over 
16 years, definitely advises subscribers 
what securities to buy and when to 
sell. Write for current weekly 8-page 
bulletin. (793) 


INVESTMENT PROFIT INSURANCE 
The most logical form of investment 
profit insurance is represented by the 
personal and continuous counse! rendered 
by the Investment Management Service. 
Write for full information. No obliga- 
tion. (861) 


MARGIN REQUIREMENTS, COMMISSION 
CHARGES 
J. A. Acosta & Co.., 


York 
their 


have prepared a fold- 


er explaining margin requirements, com- 
mission charges and trading units. Copies 
gladly sent investors and traders. (939) 


MAKING MONEY IN STOCKS 
This booklet, issued by Investors Re- 
search Bureau, will be sent free to in- 
vestors upon request. (953) 


UNITED BULLETIN 
Bulletin giving definite advice on leading 
stocks is issued by United Business Ser- 
vice. Free copy sent on request. (954) 


WEEKLY STOCK MARKET REVIEW 
This will be sent to you upon request 
without any obligation by H. M. Gartley, 
Inc. (989) 

















CONFIDENCE 


The high standard of acceptability for ad- 
vertising in The Magazine of Wall Street 
assures readers that they are dealing with 
Investors, Bankers, 
and Institutions therefore read our ad- 


reliable firms only. 


vertisements with utmost confidence. 
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(Continued from page 235) 


these stocks since mid-summer, usu- 
ally succeeded by marked strength 
on growing volumes of transactions, 
all indicative of continuing promise 
that prices were pointed higher. 
Until technical indications clearly 
suggestive of broad distribution in 
the smaller baking company secu- 
rities occur, it is unlikely that it will 
appear more profitable to the ma- 
jority of speculators to garner pres- 
ently available gains, unless, of 
course, other situations develop that 
are patently far more promising of 
short-term appreciation, or influ- 
ences calculated to adversely affect 
the whole market arise. 

Low-priced public utility issues 
have also been among the popular 
trading vehicles in recent sessions 
on the stock exchange. Despite 
thoughts on the Administration’s 
past attitude and _ indeterminate 
present attitude toward this indus- 
try, it cannot be denied that many 
of these stocks are attractive from 
the viewpoint of current and pros- 
pective earning power, especially 
the latter, when it is recalled that 
high leverage situations are avail- 
able. Electric Power and Light is 
an outstanding example of a high 
leverage situation in the utility in- 
dustry. This stock has just recent- 
lv soared to new highs for the year 
with a marked increase in market 
interest as reflected in volumes of 
transactions. For four months prior 
to the new strength in the stock, 
rather wide fluctuations clearly es- 
tablished a support level just above 
14. This support point was tested 
twice in the last three weeks with 
substantial turnover in the stock. 
The long four months “line” of ac- 
cumulation just above the support 
level at 14 had built up technical 
strength, a change in market senti- 
ment toward the issue found little 
stock available in the markets, with 
the result that purchasers were 
forced competitively to bid up the 
price, thus bringing about apprecia- 
tion at a greater rate than in most 
other issues in the group. American 
Power and Light, another low- 
priced utility, has been quite strong 
marketwise following a_ clear-cut 
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WHY 
IS STUDEBAKER 
FLASHING 


TO THE 


| gs ied powerful competition 
had to be met and overcome 
to achieve the big sales increase of 
Studebaker in 1936. Other cars are 
good—and strongly intrenched. 


What is Behind Studebaker’s 
Sensational Climb? 


The strategy was simple. Studebaker 
management knew that only one 
thing could focus on The Dictator 
and The President the attention and 
patronage of motorists. That one 
thing was—and is—better value— 
more for the money. 

Comfort, safety and performance 
have been characteristic of Stude- 
baker cars. Butinthe 1936and 1937 
models the public has found these 
two outstanding bonus features: 
1. Smart, modern, pace-setting styl- 

ing—the most charming interiors. 
2. Amazing gasoline economy. 
And all this has been offered at 
prices so low that smart money has 
sensed the bargain. Studebaker 
owners are the most enthusiastic 
motorists in America today. What 
they are telling their friends will 
make 1937 another Studebaker Year. 


FRONT? 








STUDEBAKER SALES 
BY YEARS 


*In the first 10 months of 
1936 sales totaled 75,451. 
It is estimated that 17,000 
additional cars and trucks 
will be sold in November 
and December. 










































1932 1933 1934 1935 1936 
47,704 48,179 51,596 54,602 92,000* 














“head and shoulders” accumulation 
formation outlined over the past 
three weeks. Stone & Webster, also 
engaged in the heavy building con- 
struction field, has risen to new 
highs after fluctuating for several 
months within clearly-defined upper 
and lower limits. A favorable earn- 
ings report and larger orders for 
construction projects has changed 
market sentiment toward this issue 
and the market technical position 
was found to be strong. 





Answers to Inquiries 





(Continued from page 242) 


sume that the application of these 
principals in the production and dis- 
tribution of added lines, will be pro- 
ductive of equally satisfactory re- 
sults in the future, since more favor- 
able conditions will very likely pre- 
vail. 





Jewel Tea Co. 


I have 100 shares of Jewel Tea bought al 
27% three years ago. In view of the ap- 
preciation I now enjoy, I would like to 
know your attitude towards further holding. 
Would a switch into some lower priced issue 
be advisable?—S. J. D., Forest ills, L. 1., 
oe 


The profit which you now enjoy 
on Jewel Tea Co. stock is certainly 
an excellent one, but considering the 
progress being recorded by the com- 
pany we frankly see no reason to 
disturb your position in the issue at 
this time. The sales report of the 
company covering the forty-four 
weeks ended October 31, 1936, 
showed an improvement of 7.1% 
over a year before, while for the four 
weeks ended October 31, the increase 
was 8.8%. The dividend record of 
the organization has been excellent, 
uninterrupted payments having been 
maintained throughout the depres- 
sion years. During the current year 
the regular rate was increased to 
$4 a share from $3 regular and 
an extra of $1.00 paid the year be- 
fore. This year, in addition to the 
regular $4 rate, the company has 
already declared extras totaling 
$2.50 per share. In the earnings re- 
port covering the fifty-two weeks 
ended July 11, 1936, the company 
revealed earnings equal to $6.45 a 
share, indicating that payments thus 


far are pretty much in line with 
earning power, especially consider- 
ing the sales gains scored more re- 
cently. Balance sheet position is 
strong and capitalization conserva- 
tive, being comprised entirely of 
280,000 shares of capital stock. 





U. S. Pipe & Foundry Co. 


Do you expect the sharply increased earn- 
ings trend of the U. S. Pipe & Foundry to 
continue in 1937? I'll be interested in your 
advice on whether to hold this stock or sell 
now at a profit of 18 points—H. B. R., 
Akron, Ohio. 


U.S. Pipe & Foundry Co. reports 
only semi-annually, but judging by 
the showing made in the first six 
months of the year earnings for the 
full year 1936 may approximate 
$4 a share. The company is a 
leading factor in the production and 
sale of cast iron pipe, which busi- 
ness is greatly influenced by residen- 
tial construction. While there is 
normally some slackening of opera- 
tions during the winter months, 
prospects for the business next spring 
and summer are the best in a num- 
ber of years. There has been a de- 
cided change for the better in the 
trend of home construction through- 
out the country, which certainly 
seems likely to be greatly extended. 
Such activity means that the water 
and gas companies will need to in- 
stall additional facilities, in which 
cast iron pipe is required. Despite 
present advanced quotations for the 
shares, we feel that the definitely 
promising outlook for 1937 fully jus- 
tifies further retention of your hold- 
ings. With earnings well in excess 
of present dividends, more liberal 
payments are a distinct possibility, 
in our opinion. 





Atlas Powder Co. 


Will you favor me with a brief analysis 
of Atlas Powder; what some of its more 
profitable products are; and whether or not 
it is in a position to continue its advance 
over the weeks and months ahead?—A. S. W., 


Charleston, S. C. 


Atlas Powder Co. belongs to that 
group which, because of the develop- 
ment of new uses for its products, 
and because of its importance as a 
factor in the industrial revival 
through which we are at the present 
time passing, offers a fertile field for 
speculative activity. As a group, 


the chemical issues were among the 
first to respond to indications of pe. 
covery, and their position at this 
time, as a group, still remains one 
replete with opportunity. The ear. 
ings of Atlas Powder have improved 
remarkably since the depression low. 
In 1932, a deficit equivalent to $2.06 
a share was reported and last year 
the earnings were equal to $2.3] a 
share. Atlas is conservatively capi- 
talized, having outstanding about 
$6,800,000 in preferred stock (5%) 
and slightly less than 241,000 shares 
of common stock. There is no 
funded debt. The earnings reported 
for the first nine months of this year 
showing a net equivalent to $3.98 
a share, may be compared with the 
sarnings reported in the correspond- 
ing period of 1935 to indicate the 
degree of improvement underway, 
In that period the net was equiva- 
lent to only $1.86 a share on the 
stock. The uses of the product of 
this company are widespread and, 
characteristic of the chemical com- 
panies, new uses are constantly 
being found and new products to 
meet the new demands are continu- 
ally being perfected. Bearing these 
facts in mind, and considering the 
strongly entrenched position of this 
company in its field, one must as- 
sume a constructive attitude toward 
the stock and its future possibilities. 





Best & Co., Inc. 


It seems to me likely that Best & Co. stock 
in registering a new top for 1936, discounts 
holiday business and estimated earnings for 
the year. However, before realizing over 20 
points profit on my holdings, I'll appreciate 
your advice —C. R. P., San Francisco, Calif. 


While it is doubtless true that 
present advanced quotations for 
Best & Co. stock discount to a cer- 
tain extent, at least, the favorable 
arnings outlook for the company. 
we nevertheless believe that mainte- 
nance of your long position in the 
issue is advisable. Indications are 
that the present favorable trend of 
merchandise sales will be greatly ex- 
tended during the holiday season 
and Best & Co. is particularly wel 
situated to obtain its share of this 
business. With improved consume? 
purchasing power, there has been 4 
notable increase in the demand for 
women’s and children’s clothing o 
the quality handled by the subject 
organization. During the six months 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 








ended 
some : 
earnin 
totalle 
for the 
cial pr 
impreg 
shares 
represt 
gage P 
comme 
equity 
divide 
was re 
$2.50 

profits 
possibl 
be par 
ent fist 


I am 
nace (ani 
points. 
trader 
possibile 
continue 
informat 


ciated .- 


Fort 
nace ¢ 
facture 
United 
recent] 
tor in | 
ing dev 
may b 
heating 
pany a 
and Pe 
situate 
territol 
tion’s | 
increas 
structic 
pany ¢ 
mits e 
ended 
come ¢ 
to $1,2 
dend r 
stock, 
mon si 
305, or 
earlier. 
vanizat 
couplec 
ing rec 
(lend 
stock. 
conditi 
pany’s 
lent pe 
further 


DECEM 









Ng the 
; of Te- 
it this 
NS one 


e earn- 
proved 
m low, 
» $2.06 
t year 
2.31 a 
 capi- 
about 
(5%) 
shares 
is no 
ported 
S year 
$3.28 
h the 
pond- 
e the 
Tway, 
juiva- 
n the 
ict of 
and, 
conm- 
antly 
ts to 
itinu- 
these 
x the 
f this 
st as- 
ward 
lities, 


. stock 
counts 
gs for 
ver 20 
reciate 


Calif. 


that 

for 
-cer- 
rable 
any, 
inte- 
. the 
; are 
id of 
y ex: 
asoll 
well 
this 
mer 
ena 
| for 
g of 
pject 
nths 





REET 















DECEMBER 5, 1936 


ended July 31, Best’s sales increased 
gme 12% over a year before, while 
amings on the common stock 
totalled $1.67 a share, against $1.40 
for the like interval of 1935. Finan- 
dal position of the organization is 
impregnable and there are only 2,466 
shares of $6 preferred and $800,000 
represented by a real estate mort- 
sage preceding the 300,000 shares of 
common. Thus, holders of the junior 
equity may look forward to liberal 
dividends. The rate on the stock 
was recently increased from $2 to 
#50 a share annually and with 
profits on the upgrade, it is quite 
possible that a worthwhile extra will 
be paid before the close of the pres- 
ent fiscal year. 





Holland Furnace Co. 


Lam holding 100 shares of Holland Fur- 
nace and currently have a profit of about 5 
points. However, I am not an in-and-out 
trader and if you feel that the long term 
wssibilities of this stock are favorable I will 
continue my long position in the issue. Any 
information you may furnish will be appre- 


cated —L. A. T., Cleveland, Ohio. 


Formed in 1906, the Holland Fur- 
nace Co. is now the leading manu- 
facturer of hot-air furnaces in the 
United States. The company has 
recently become an important fac- 
tor in the air-conditioning field, hav- 
ing developed air cooling units which 
may be used in connection with the 
heating units. Plants of the com- 
pany are located in Michigan, Iowa 
and Pennsylvania and are favorably 
situated to service the wide sales 
territory covered by the organiza- 
tion’s branch offices. As a result of 
increased activity in residential con- 
struction and renovation, the com- 
pany experienced a strong upturn 
nits earnings during the 12 months 
ended September 30, 1936. Net in- 
come during that period amounted 
to $1,204,224, equivalent, after divi- 
dend requirements on the preferred 
stock, to $2.45 a share on the com- 
won stock, comparing with $696,- 
305, or $1.26 a common share a year 
‘arlier. Financial status of the or- 
ganization is strong and this factor, 
coupled with the earnings gains be- 
ing recorded, suggests liberal divi- 
lend payments on the common 
stock. With the addition of air- 
conditioning equipment to the com- 
pany’s lines, it appears in an excel- 
knt position to participate in the 
further recovery of residential con- 
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struction looked for in 1937. Capi- 
telization of the company was im- 
proved early this year through the 
retirement of outstanding deben- 
tures and 7% preferred stock, with 
the proceeds from the sale of some 
32,000 shares of $5 convertible pre- 
ferred. That stock now represents 
the only claim on earnings coming 
ahead of the 426,397 common shares. 
With prospects for the company’s 
business definitely constructive, re- 
tention of holdings is advised. 





American Snuff Co. 


With the advancing material and 
wages in prospect, what will be the effects 
on American snuff? Can earnings be main- 
tained on a basis to assure present dividends? 
What of the investment outlook?—R. H. L.. 


Providence, R. I. 


raw 


To what extent advancing raw 
material costs and operating ex- 


penses will effect the earnings of 
American Snuff Co. cannot reason- 
ably be estimated, since the extent 
of the advances, either in cost or ex- 
penses is purely a matter of conjec- 
ture. The 1935 report showed that 
material costs represented over 50% 
of the gross sales in that year. Labor 
costs are not so important a factor 
in this company as in other manu- 
facturers, as will be noted by ob- 
serving that the operating expenses 
which included the labor costs of 
1935, represented only 15% of the 
sales recorded in that year. More- 
over, there is no need for large dis- 
bursements for advertising and pro- 
motional expenses, since the demand 
for the products is well established 
and shows comparatively little fluc- 
tuation over a period of years. The 
industry is relatively free from the 
keen competition characteristic for 


instance, of the cigarette manufac- 
turers. Material costs therefore, are 
the chief concern in the outlook for 
the company, but there is less cause 
for concern in this respect, in our 
judgment, than there is for organiza- 
tions in many other fields. If stabil- 
ity of income is the desired element, 
we believe that in the shares of 
American Snuff Co. you have that 
quality exemplified probably to a 
maximum degree. In that respect 
at least, and in other respects such 
as financial status, the shares of 
American Snuff Co. present an ex- 
cellent investment media. 





Texas Gulf Sulphur Co. 


I have 200 shares of Texas Gulf Sulphur 
bought last year for investment. I am 
pleased with the yield offered, but note that 
this stock is not as buoyant as many other 
issues. Do you anticipate any early im- 
provement?—M. C. C., Boston, Mass. 

There are, it appears, several fac- 
tors which may have exercised a re- 
tarding influence marketwise on the 
shares of Texas Gulf Sulphur in re- 
cent sessions of the market. The 
market itself has been highly selec- 
tive in character, and pronounced 
advances have not been generai 
throughout the list, speculative at- 
tention appearing to have been con- 
fined to a very large extent to rela- 
tively few issues and groups which 
seemed to have dynamic possibili- 
ties in the early stages of recovery. 
As the recovery progresses, more 
than likely issues which have yet 
been to a degree neglected, will re- 
ceive attention. It must not be 
thought, however, that Texas Gulf 
Sulphur is without possibility for 
registering increased earning power. 
Such an impression, if it exists is 
Sulphur is used widely 


erroneous. 
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in such industries as fertilizer, oil 
refining, chemicals, coal products, 
iron and steel and metal industry, 
paints, textiles, paper and explo- 
sives. The volume of business re- 
ported by Texas Gulf Sulphur has 
shown a very saisfactory improve- 
ment since the depression low, and 
earnings during the current year 
were estimated at approximately 
$2.60 a share, recording substantial 
betterment over the $1.81 a share 
reported in 1934, and the $1.94 a 
share shown from operations in 1935. 
There have been some uncertainties 
surrounding the outlook for earn- 
ings, which very likely has tended 
to discourage speculative activity in 
the shares of this company. The 
imposition of a heavy production 
tax by the State of Louisiana, un- 
doubtedly has impaired the earning 
power of this company’s competitor 
the Freeport Texas Co. A less 
severe tax imposed by the State 
of Texas, has not yet affected the 
sarnings of Texas Gulf, since the tax 
did not become effective until the 
first of November. In the matter 
of taxation, Texas Gulf Sulphur Co. 
appears to be in a relatively more 
favorable position, and it may be 
supposed that eventually price levels 
can be so adjusted as to absorb, in a 
large measure at least, such taxes. 
Considering the record of this com- 
pany, generally favorable prospects 
and the outlook for maintenance of 
dividends in the future, the yield 
offered at present price levels is at- 
tractive. We would not select the 
issue as one offering definite attrac- 
tion for pronounced appreciation 
possibilities in the near future, bul 
rather as one to be held on the basis 
present return and future potential- 
ities. 





The Investor in the Alloy Age 





(Continued from page 208) 


Although much has been accom- 
plished in recent years in developing 
the value and application of many 
metal alloys, the further possibilities 
for their commercial success appear 
almost limitless. Metal alloys pos- 
sess the qualities which should in- 
evitably assure them a leading role 


in the industrial progress of the 
future. Recent production, which 


has already far outstripped the 1929 
volume. may give only a hint of 
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what the output of alloys may be 
several years hence. 





A Merchandise Chain 
Revitalized 





(Continued from page 230) 


a suitable one. Under the provi- 
sions of the accepted plan, former 
holders of the debentures and _pre- 
ferred stock suffered no loss. The 
debentures were retired by cash, 
which also included all accrued in- 
terest, plus interest on overdue 
coupons. Preferred stockholders re- 
ceived an equivalent number of new 
§ per cent convertible preferred 
shares and all back dividends in 
cash. Common stockholders like- 
wise received an equivalent amount 
of stock and the right to subscribe 
to additional shares in the ratio of 
6/10ths of a share for each share 
held at $10.75 a share. 

The sale of additional stock raised 
sufficient funds to provide the com- 
pany with total working capital of 
$6,000,000 and approximately 240,- 
000 shares of common stock were 
issued to United Stores Corp., in 
settlement of landlord claims ac- 
quired by the latter during the pe- 
riod of receivership. These claims 
were settled on the basis of cost plus 
interest. Other landlord claims, as 
well as those of general creditors, 
were settled in cash. 

Several important changes were 
effected in the company’s status 
during the period of receivership 
and by the subsequent reorganiza- 
tion. The number of stores were 
reduced to 195, presumably through 
the elimination of the more costly 
and unprofitable units. A majority 
of the company’s leases were ad- 
justed on more equitable terms and 
expiration dates were staggered, 
over both the long and short term. 
Fixed charges were reduced, a por- 
tion of the mortgage and purchase 
money obligations were retired and 
the deficiency in working capital 
was corrected. Capitalization now 
includes $4,552,000 5 per cent de- 
bentures due 1951, purchase money 
and mortgage obligations of $870,- 
745, 50,000 shares of 6 per cent pre- 
ferred stock, on which regular divi- 
dends are being paid and which is 
convertible into common on_ the 


basis of two shares of common for 
each share of preferred, and 990,953 
shares of common stock. The prin. 
cipal change in capitalization was 
the increase in the amount of com. 
mon stock outstanding. Claims for 
lawyers’ fees and other items inci. 
dental to the receivership arid re. 
organization were recently reduced 
by Court order from $1,600,000 to 
$500,000. 

For the month of October, the 
company’s sales increased more than 
10 per cent over the same month 
last year. Moreover, this year the 
company was operating only 194 
stores against 203 a year ago. Sales 
for the ten months were about 8% 
per cent ahead of last year. The 
company has released no earnings 
report covering operations  subse- 
quent to the discharge of the re- 
ceiver. It has been estimated, how- 
ever, that between $1.50 and $2 will 
be earned on the common stock this 
year, despite non-recurring receiver- 
ship costs. With retail trade gen- 
erally likely to experience the best 
holiday volume since 1929, these 
estimates do not appear to exagger- 
ate the company’s prospects. On 
this basis, the common stock, selling 
around 22, would appear to repre- 
sent a reasonably priced speculative 
opportunity. Should estimated earn- 
ings be realized, moreover, the pos- 
sibility of a dividend, perhaps $1 a 
share, would be considerably en- 
hanced. 





Timken Rolling Bearing 
Appraised 





(Continued from page 217) 


comparing with the 1930 figure and 
the best locomotive business since 
1,212 were bought in 1929. 

Timken’s capitalization is simple, 
consisting merely of 2,411,380 out- 
standing shares of capital stock—no 
bonds, no preferred stock, no bank 
loans. On the record of administra- 
tion, as judged by strong trade rank- 
ing and financial position, the man- 
agement is top rank. When big 
markets open up for Timken, espe- 
cially in its industrial lines and rail- 
roads, it will make handsome profits 
and the chances are that 1937 will 
see it much further along the road to 
prosperity. 
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Your friends will like The Newer 
Magazine of Wall Street as much as 
you do for its dollar-and-cents value 
43 an investment tool. 

ltisa source of original information, 
and your friends will want to see 
what we have to say before it is 
quoted in the regular press. 

ltis a friendly gift, and one which 
will remind the recipient of your 
thoughtfulness twenty-six times the 
coming year. 


Says the President of a 
Prominent Steel Company 
My friends always carry my Maga- 
tine of Wall Street off. This year 
m giving ten gift subscriptions 


C. T. A., Chicago, II]. 
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Special Christmas Rates 
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NEW ISSUE 


November 23, 1936. 





The First Boston Corporation 


Edward B. Smith & Co. 


This announcement is neither an offer to sell, nor a solicitation of offers to buy, any of 
these securities. The offering is made only by the Prospectus. 


$27,000,000 


The B. F. Goodrich Company 


First Mortgage Bonds, 414% Series due 1956 


Maturing December 1, 1956 


Price 101% and accrued interest 


Copies of the Prospectus may be obtained from any of the several Underwriters, 
including the undersigned, only in States in which such underwriters 
are qualified to act as dealers in securities and in which the 
Prospectus may legally be distributed 


Goldman, Sachs & Co. 


Brown Harriman & Co. 


Incorporated 


Otis & Co. 























Will Higher Wages Prove a 
Spur to Business? 





(Continued from page 205) 


impossible to grant all the demands 
of strikers, it would seem that a 
great deal of the labor unrest cur- 
rently plaguing the country might 
have been avoided by the display 
of a little more willingness to share 
increased profits. Many important 
companies, of course, have put into 
effect. profit-sharing plans, others 
pay bonuses to their workmen, but 
there is still room for improvement. 

Assuming that wages are going, 
and should go, up, does it make any 
difference that prices also are inevi- 
tably headed in the same direction? 
While it is true that business oper- 
ates best when prices are trending 
moderately upwards, it is also true 
that higher prices have a dampening 
effect upon the purchasing power of 
the country as a whole; they tend to 
offset the gains made by labor in the 
form of more dollars in the weekly 
pay-envelope. However, what is 
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really important in connection with 
wage and price trends is which is to 
be the stronger. 

It is admittedly an_ established 
precedent for wages to lag behind 
prices, but if they continue to lag 
as much as they have lagged now 
for four years we are certainly 
headed for trouble. In passing it 
might be noted that this phenome- 
non is characteristic of inflations 
and, as we have heard a good deal 
about the latter over the past few 
years, it is not to be forgotten that 
inflation always means soaring 
prices, far outdistancing wages, and 
the ultimate ruination of the worker. 

On the other hand, if the current 
widespread readjustment of wage 
rates foreshadows a tendency for 
wages to regain some of the ground 
they have lost to prices, it means 
an increase in the public’s purchas- 
ing power and, consequently a firm 
foundation on which a further ex- 
pansion in business may rest. Up 
to now, apart from the Govern- 
ment’s injection of artificial pur- 
chasing power into the business 
stream, re-employment and the in- 
crease in investor income has man- 


aved to take up any _ purchasing 
power slack as soon as it developed. 
from this point on, lists of the u- 
employed must necessarily contain 
a large percentage of the unemploy- 
able and, regardless of Mr. Hopkins 
fervent plea, industry will not find 
it possible to absorb any great pro- 
portion of this dead-weight. Thus, 
the maintenance of mass purchasing 
power begins to rest more and more 
on higher wages—moreover, wages 
which tend to keep pace or better 
advancing living costs. 

Although one cannot say with 
certainty that the United States 
will actually follow this to-be-de- 
sired course, there is certainly 
weighty evidence to show that we 
are headed in this direction for a 
time at least. Today, labor is a 
potent power in the land; it is tac- 
itly backed by the Federal Govern- 
ment. Under such circumstances. 
that it will use this power upon 
recalcitrant employers to better it- 
self cannot be doubted. And _pro- 
vided — it does not overplay its 
hand, labor’s gains should ulti- 
mately be industries’ gains and in- 
directly even the investors’ gains. 
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close of business on the 23rd of December, 1936. 





dividend of 75 cents per share and an extra divi- 
dend of 75 cents per share, both payable Decem- 
ber 19, 1936 to stockholders of record at the 
close of business on December 4, 1936. 
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DIVIDENDS 
ARMOUR Ano COMPANY 


(ILLINOIS) 


On November 20 a quarterly divi- 
dend of one dollar and fifty cents 
($1.50) per share on the $6.00 prior 
preferred stock and a dividend of 
one dollar and fifty cents ($1.50) 
per share on the 7% preferred stock 
ef the above corporation were de- 
clared by the Board of Directors, 
both payable January 2, 1937, to 





stockholders of record at the close 
of business December 10, 1936. 


E. L. LALUMIER, Secretary 


ARMOUR ano COMPANY 


OF DELAWARE 


On November 20 a quarterly divi- 
dend of one and three-fourths per 
cent (134%) per share on the pre- 
ferred stock of the above corporation | 
was declared by the Board of Direc- 
tors. payable January 2, 1937, to 
stockholders of record at the close 
of business December 10, 1936. 


E. L. LALUMIER, Secretary 
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BAYUK. CIGARS INC. 
PHILADELPHIA 
A quarterly dividend of 134% ($1.75 per 
share) on the First Preferred stock of this cor- 
poration was declared payable January 15, 1937, 

to stockholders of record December 31, 1936. 

A dividend of eighteen and three-fourths cents 
(1834¢) per share on the Common stock of this | 
corporation was declared payable December 15, | 
1936, to stockholders of record November 30, 1936. 

A special dividend of twenty-five cents (25¢) 
per share on the Common stock of this corpora- | 
tion was declared payable December 15, 1936, | 
to stockholders of record November 30, 1936. | 

Checks will be mailed. H 

John O. Davis 


November 13, 1936, Secretary | 








LOEW’S INCORPORATED 


“THEATRES EVERYWHERE™ 


November 20, 1930 

HE Board of Directors on November 18, 

1936 declared a quarterly dividend of 50c 

and an extra dividend of $1.00 per share on 

the Common Stock of this Company, payable 

December 31, 1936 to stockholders of record 

at theclose of business on December 11, 1936. 
Checks will be mailed. 

DAVID BERNSTEIN, 

Vice-President & Treasurer 


* 


To One Man 
x; Am Every {, 


Corp. 





He is a man high in Manage- 
ment. He is a man whose re- 
sponsibility it is to gain the 
% | good-will of Investors. He is 
the man who places the Divi- 
dent Notice of his company. 
We want to speak to him— 


The Magazine of Wall Street | 
gives you thorough and 100% | 
interested coverage of 50,000 

% | largest and most active Invest- | te 
ors—persons who are your 
best prospective security 
holders—persons whose favor- 
% | able relations are essential to 
your financial success — _ per- 
sons to whom your Dividend 
Notice is significant news! 





* 


m 


The many companies repre- 
sented on this page attest to 
the value of placing your divi- 
* dend notice in this medium. 


The MAGAZINE 
re of WALL STREET * 
90 Broad Street. New York | 
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THE ELECTRIC STORAGE BATTERY CO. 
The Directors have declared 
a final dividend for the year 
1936 of One Dollar Twenty- 
five Cents ($1.25) per share 
on the Common Stock and the 
Preferred Stock, payable Dec. 21, 1986, to 
stockholders of record of both of these classes 
of stock at the close of business on Dec. 1, 
1936. Checks will be mailed. 


WALTER G. HENDERSON, Treasurer. 
Philadelphia, November 20, 1926. 


BATTERIES 














THE BELL TELEPHONE COMPANY 
OF CANADA 


Notice of Dividend 


A dividend of one and one-half per cent (1.50%) 
declared payable on the 15th day of 
1937, to shareholders of record at the 


F. G. WEBBER, 


Montreal, November 25th, 1936. Secretary 


TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a dividend of 
50 cents per share and an additional dividend of 
50 cents per share on the Company’s capital stock, 
payable December 15, 1936, to stockholders of rec- 
ord at the close of business on December 1, 1936. 


Il. F. J. KNOBLOCH, Treasurer. 





UNITED CARBON COMPANY 
DIVIDEND NOTICE 


There have been declared the regular quarterly 





Cc. H. McHENRY, Secretary. 


NEWMONT MINING CORPORATION 
Dividend No. 33 

A year end dividend of Two Dollars per share has 
been declared on the capital stock of Newmont 
Mining Corporation, payable December 15, 1936, 
to stockholders of record at the close of business 

November 30, 1936. 
H. E. DODGE, Secretary. 


November 19, 1936. 











TRUST 


(ovinERCIAL 
CORPORATION 


Convertible Preference Stock, 
$4.25 Series of 1935, Dividend 


A regular quarterly dividend of $1.0644 on the 
Convertible Preference Stock, $4.25 Series of 
1935, of COMMERCIAL INVESTMENT 
TRUST CORPORATION has been declared 
payable January 1, 1937, to stockholders of 
record at the close of business on December 5, 
1936. The transfer books will not close. Checks 
will be mailed. 


Common Stock—Regular Dividend 


A regular quarterly dividend ot $1.00 per share 
in cash has been declared on the Common Stock 
of COMMERCIAL INVESTMENT TRUST 
CORPORATION, payable January 1. 1937, to 
stockholders of record at the close of business 
December 5, 1936. The transfer books wili not 
close. Checks will be mailed. 


Common Stock—Extra Dividend 


An extra dividend ot $1.25 per share in cash has 
been declared on the Common Stock of COM- 
MERCIAL INVESTMENT TRUST COR- 
PORATION, payable December 15, 1936 to 
stockholders of record at the close of business 
December 5, 1936. The transfer books will not 
close. Checks wil! be mailed. 

JOHN | SNYDER, Treasurer 


November 19. 1936 

















THE TEXAS CORPORATION 


1371 Consecutive Dividend paid 
by The Texas Corporation and its 
predecessor, The Texas Company 








A dividend of 25¢ per share or one per 
cent on par value, and an extra dividend 
of 25¢ per share or one per cent on par 
value, have been declared this day on the 
shares of The Texas Corporation, pay- 
able respectively on January 1, 1937 
and December 21, 1936, to stockholders 
of record as shown by the books of the 
corporation at the close of business on 
December 1, 1936. The stock transfer 
books will remain open. 
C. E. WoopsrRIDGE 


November 20, 1936 Treasurer 























UNION CARBIDE 
AND CARBON 
CORPORATION 


v 


A cash dividend of Eighty cents (80c) 
per share on the outstanding capital 
stock of this Corporation has been 
declared, payable January 1, 1937, to 
stockholders of record at the close of 
business December 4, 1936. 

ROBERT W. WHITE, Treasurer 











ANACONDA COPPER MINING CO. 


25 Broadway 

New York, November 19, 
DIVIDEND NO. 116 

The Board of Directors of the Anaconda Copper 
Mining Company has declared a dividend of Twen- 
ty-five Cents (25c) per share, and an extra divi- 
dend of Twenty-five Cents (25c) per share upon its 
Capital Stock of the par value of $50. per share, 
payable December 21, 1936, to holders of such 
shares of record at the close of business at 3 

o'clock P. M., on November 30, 1936. 

B. HENNESSY, Secretary. 


1936. 
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Bright Outlook for Office 
Equipment 





(Continued from page 233) 


tures, due 1946, sold privately ear- 
lier this year. These funds were 
used to discharge bank loans and 
increase working capital. The com- 
pany’s outstanding record of earn- 
ings and continuous dividend pay- 
ments entitle the shares to rank 
among the more conservative com- 
mon stock investments. 


Underwood-Elliott-Fisher 


Retaining its long established po- 
sition as the world’s largest manu- 
facturer of typewriters, Underwood- 
Elliott-Fisher has broadened its out- 
put of other office equipment to a 
point where the company is now a 
leading manufacturer of adding ma- 
chines, accounting machines and ma- 
chine supplies such as ribbons and 
carbon papers. The company has 
developed a specially designed ma- 
chine to facilitate the keeping of 
records for social security and un- 
employment insurance. In fact, its 
line includes machines capable of 
doing almost any conceivable type 
of accounting or bookkeeping job. 
Although earnings this year are run- 
ning ahead of 1935, recent gains 
have been restricted by heavy non- 
recurring expenses. Net available 
for the outstanding common shares 
for the nine months to September 
30, was equal to $2.76 per share. 
The common shares outstanding 
were increased this year from 666,- 
448 shares to 731,296 shares, in 
order to provide funds for the re- 
tirement of all of the outstanding 
7 per cent stock on September 5, 
last. The final quarter is usually 
the most profitable for the company 
and for the full year earnings may 
approximate $4.50 a share, providing 
a substantial margin for the $3 divi- 
dend. At 85, the shares yield a rea- 
sonable return and indicate possibil- 
ities for gradual enhancement in 
value. 


Addressograph-Multigraph 


Profits of Addressograph-Multi- 
graph Corp. this year have been 
nearly double those for 1935. Earn- 
ings for the first nine months were 
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equal to $1.17 a share for the 746,313 
shares of capital stock, comparing 
with 62 cents a share earned in the 
same period a year ago. Including a 
recent extra of 25 cents, dividends 
this year totaled 95 cents a share. 
The company’s products include a 
wide diversity of mechanical ad- 
dressing, duplicating, office printing 
and lithographing machines. Sizes 
range all the way from the new 
“900” model, low priced and espe- 
cially designed for the smaller office, 
to Multilith, capable of turning out 
more than 4,000 lithographed im- 
pressions in an hour. Customers are 
drawn from practically every major 
industry, as well as banks, insurance 
companies, public utilities and gov- 
ernmental agencies. Foreign busi- 
ness, which has been expanding, 
contributes about 25 per cent of the 
total volume. Brief reports from 
Germany are to the effect that Ad- 
dressograph has recently consoli- 
dated with the Adrema Machinen- 
bau Co. of Berlin. At 33, the shares 
are reasonably priced and seem 
likely to show gradual enhancement 
in value during the months ahead. 


Burroughs Adding Machine 


The company’s name suggests only 
a part of the business of Burroughs 
Adding Machine. In line with the 
general trend in the office equipment 
industry, the company has greatly 
added to its original line and is in 
the market with a wide assortment 
of adding-bookkeeping, billing and 
accounting-typewriter machines, as 
well as standard typewriters, cash 
registers and other appliances and 
devices. The company is firmly es- 
tablished both in the United States 
and abroad, foreign sales accounting 
for as much as one-third of the total. 
Earnings have shown a steady up- 
turn during the past several years, 
and the management is considering 
an important enlargement in plant 
capacity. An exceptionally strong 
financial position supports a policy 
of generous dividends, payments 
this year having totaled $1.20 a 
share on the 5,000,000 shares of capi- 
tal stock comprising the entire capi- 
talization. Earnings for the full cur- 
rent year may show $1.50 available 
for the shares. This would compare 
with $1.02 a share earned in 1935. 
Recently selling around 30, the 
shares of Burroughs Adding Machine 
appear to offer sound equity value. 


Remington Rand 


Despite the fact that shipments 
this year have been running cop- 
siderably ahead of last year, and un- 
filled orders on hand are the largest 
in the company’s history, these con- 
structive conditions have not been 
reflected in the current profits of 
Remington Rand. Earnings have 
had to absorb heavy expenses and 
added costs resulting from recent 
labor difficulties. These difficulties 
appear now to have been largely 
overcome, suggesting that from this 
point on profits will be more in keep- 
ing with the substantial business vol- 
ume. The company is a foremost 
manufacturer of office supplies and 
business equipment, including such 
mechanical products as typewriters, 
adding, accounting and billing ma- 
chines, as well as index and filing 
systems, office furniture, safes, and 
cabinets. Sweeping changes have 
been made in the company’s capital 
structure over the past eighteen 
months. Bonded debt has been re- 
funded, preferred stock recapitalized 
and back dividends taken care of the 
old preferred shares. Dividends 
have been resumed on the common 
at the rate of 15 cents in cash, plus 
1 per cent in stock, quarterly. The 
common has a measure of specula- 
tive attraction on the possibility of 
materially better earnings in the 
near future, although potentially the 
shares are subject to a gradual dilu- 
tion of equity through the exercise 
of several classes of warrants now 
outstanding. 





Nash-Kelvinator—A Soundly 
Conceived Merger 





(Continued from page 229) 


and on the grounds that it pos- 
sessed large liquid resources which 
it was not possible to use in the 
business. If there is any validity 
in the idea previously expressed that 
Nash’s cash is to finance an ex- 
panded business for Nash-Kelvina- 
tor obviously these resources will not 
be available for the payment of 
dividends to the same degree. More- 
over, as there will be a considerably 
larger number of Nash-Kelvinator 
shares outstanding than there were 
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MINIMIZING 
SECURITIES TAXES 


Julius Sinker, C.P.A. $1.00 


That excellent and indispensable book, 
YOUR SECURITIES AND FEDERAL 
TAXES, has now been cut down and sim- 
plified greatly for the edification of the 
average investor, and has as well acquired 
anew and meaningful title. In compact 
form, it answers every tax problem which 
the average investor is likely to en- 
counter, and in such clear and concise 
fashion that the complex wordage of tax 
legislation becomes easily understand- 


able. 


The new chapters enlarge on taxes on un- 
divided profits and contain a list of tax- 
exempt securities with typical examples 
and a table of yields. Finally, it shows 
you how to analyze your own tax position 
and gives specific advice on what to do 
before this year is over. For everyone 
who has money invested in the stock mar- 
ket this book is invaluable, particularly 
in view of the new tax laws effective in 


1937. 


THE ART OF 
CONVERSATION 


Milton Wright $2.50 


So that you may learn how to talk to the 
best advantage in any situation, whether 
in business or social life, Milton Wright, 
author of GETTING ALONG WITH 
PEOPLE, has written his latest book 
THE ART OF CONVERSATION. He 
shows you—not merely tells you, but 
shows you—how to start a conversation, 
how to keep it going, how to direct it the 
way you want it to go, how to make pre- 
cisely the impression you want to make 
and get exactly the result you want. 


The book is firmly grounded in psychol- 
ogy and is written in a clear and enter- 
taining style. Its importance is obvious, 
for, although a person may have a great 
deal of knowledge, that knowledge is use- 
less unless he has the ability to express 
himself. If you are among those who 
would like to win an argument, a friend, 
a job, or a sale—-and who isn’t—read this 
book by all means, 
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For Himself, The Businessman 
Would Choose These Books 
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JOHN L. LEWIS—LEADER OF LABOR 


Cecil Carnes $2.50 


There is every indication that the story of John L. Lewis, President of 
the United Mine Workers of America, will be one of the year’s outstand- 
ing biographies—partly because John L. Lewis is front page news—and 
partly because he is John L. Lewis. 


The life of Lewis is rich material for a biography. A fighting labor 
leader, and the son of a fighting labor leader, he has never been cowed 
in combat—win, lose or draw. Blessed with physical strength, an ora- 
tor’s voice, a brilliant mind and the courage and willingness to trade 
blows with anyone anywhere—from behind a mine dump to the plat- 
form of an A. F. of L. Convention, John L. Lewis will appear to the 
readers of Cecil Carnes’ impartial appraisal as either a villian or a hero. 
No man with as strongly expressed views can fall into the wayside of dis- 
interest. His biography is a vital background for the future of friend 
and foe alike. Major emphasis is upon what and why Lewis did what 
he did. Whether he was right or wrong is left to the reader’s judgment. 





HOW TO WIN FRIENDS AND 
INFLUENCE PEOPLE 


Dale Carnegie, B.Pd., Litt. D. $2.00 


Dale Carnegie, founder of the Dale Carnegie Institute of Effective Speak- 
ing and Human Relations, has trained more than 15,000 business and 
professional men, including some of the most famous in the nation. From 
his unique experience comes this fascinating handbook on the problem 
of getting along with people—a subject shown by surveys to be of tre- 
mendous interest to adults. 


You will find every line of How to Win Friends and Influence People 
packed with practical down-to-earth psychology. You will be told, in 
Dale Carnegie’s staccato-like style, six ways to make people like you, 
twelve ways to win people to your way of thinking. You will be given 
examples of letters that produced miraculous results—not to mention 
seven rules for making your home life happier. And you will not have 
to struggle through a labyrinth of technicalities to find these rules. This 
is a book you owe it to yourself to read, and once read, one that you will 
want to own for ready reference. 
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BOOK SERVICE DEPARTMENT Dec. 5 

The Magazine of Wall Street 
90 Broad Street, New York City 
Enclosed is remittance of $...........-..- please send me the following books I 


have checked: ( 
FRIENDS AND INFLUENCE PEOPLE. ( 
) THE ART OF CONVERSATION. I understand that I am to receive an additional 
volume, BROKERAGE TECHNIQUE, with any order that comes to more than the 
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of Nash alone, the payment of un- 
earned dividends means a_ heavier 
strain on the cash account. 

What it really amounts to is this: 
the stockholders of Nash are ex- 
changing their low-yielding Govern- 
ment bonds for a share in a profit- 
able refrigeration business. How- 
ever, the fact that the refrigeration 
business is profitable is not to say 
that it can absorb large quantities 
of additional capital and make them 
yield a handsome return imme- 
diately; the money must be given a 
chance to work. Hence, though 
Nash stockholders do receive their 
first two or three quarterly divi- 
dends at the rate of fifty or sixty 
cents a share annually, they have 
no real cause for complaint. 


Curiously, the effect of the merger 
upon Kelvinator’s stockholders, so 
far as the dividend is concerned, will 
be somewhat similar. Currently, they 
are receiving a 50-cent annual rate 
and 50 cents extra has just been de- 
clared. However, the consolidation 
appears to lessen their chances of re- 
ceiving further extras. They may re- 
ceive them, but their chances are 
lessened. This is because the earning 
power of their division must help de- 
fray the difference between the earn- 
ing power of the Nash division and 
the dividends paid on it. Against 
this, however, must be weighed the 
fact that they are obtaining the cash 
which, had it been raised by pre- 
ferred stock or bonds, probably 
would have lessened their chances 
of extra dividends even more. 


As was said at the beginning of 
this discussion of the dividend aspect 
of Nash-Kelvinator, the fact that 
the merger seems to have made it 
somewhat less favorable for the 
stockholders of both companies is 
something that might pass quickly. 
Though the consolidation start with 
earning power at the rate of no 
more than sixty cents a year, it is 
not to say that it could not close 
the period showing considerably bet- 
ter results. In this case the dividend 
undoubtedly would be raised, for 
Nash-Kelvinator will start life with 
all the cash it can use for some 
time: to build up the cash account 
from earnings will not be necessary. 

There has been rumors to the 
effect that the Nash-Kelvinator 
merger is but a prelude to Chrysler 
taking over them both. However, 


whether or not there is anything to 
it, is another story. 
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Developments Worth Noting 





(Continued from page 219) 


of supply will be virtually elimi- 
nated and this is an extremely im- 
portant factor in the present cir- 
cumstances. Henry Ford has long 
followed the policy of allocating 
parts business among several sup- 
pliers and, viewing the recent experi- 
ence suffered by several leading 
automobile manufacturers as a re- 
sult of labor difficulties in Bendix 
plants, a broad movement among 
other companies and industries to- 
ward decentralization of both manu- 
facturing facilities and sources of 
supply may well develop. 


Why American Capital Leaves 
Mexico 


The Mexican Government’s policy 
of regulation and dictatorship is pro- 
ceeding apace. The situation has 
become so difficult that many for- 
eign business interests are giving up 
the fight and leaving the country. 
According to the United States 
Chamber of Commerce the number 
of American business men in Mexico 
has decreased from approximately 
25,000 to roughly 6,000 in the past 
few years. Under the new expro- 
priation law projected by the Mexi- 
can Administration, President Car- 
denas would have the sole authority 
to carry out its purposes. The scope 
of this latest expropriation law has 
been broadened from the national 
and public interest to include so- 
called “social interest.” Although 
vigorous protests are being made by 
both Mexican and foreign business 
men, it is generally expected that the 
law will be passed essentially in its 
present form. Apparently radical- 
ism is continuing to spread along 
with the mounting difficulties with 
labor in our neighbor Republic. 





Can the Railroads Regain 
Their Former Earning 
Power? 





(Continued from page 222) 


in sight. Railway executives claim 
that it would throw all but a few of 


the strongest railroads into bank- 
ruptcy, with the only alternative 


Government ownership. It is estj- 
mated that this measure would add 
$400,000,000 a year to the operating 
expenses of the railroads. 

There is special apprehension over 
it because of the realization that 
organized labor is stronger at Wash- 
ington since the recent election than 
ever before, that President Roose- 
velt seems inclined to favor this 
group to a pronounced degree, and 
that George M. Harrison, Chairman 
of the legislative committee of the 
Railway Labor Executives Associa- 
tion, is on record as saying that the 
bill will not only be introduced but 
“pushed vigorously” at the next ses- 
sion of Congress. He has stated 
also that “all the labor organiza- 
tions are solidly behind this mea- 
sure.” 

There is some difference of opin- 
ion among prominent railway execu- 
tives, with whom the writer has 
talked, as to whether the six-hour 
bill can be defeated at the next ses- 
sion of Congress. 

Just at this writing there is spe- 
cial interest also in railroad circles 
as to what will be done about the 
so-called surcharges on certain 
freight commodities that expire 
December 31. Recently the rail- 
roads asked to file tariffs represent- 
ing a comprehensive revision of the 
rate structure, intended to com- 
pensate in part (about one-half) for 
the surcharges that are estimated 
to yield from $100,000,000 to $115,- 
000,000 to the railroads as a whole 
this year. 

The I. C. C. denied this applica- 
tion, but re-opened the case, “with- 
out prejudice,” and set a hearing 
for January 6, next. The carriers 
then applied for an extension of the 
surcharges while the rate case is 
pending. On this application the 
Commission has set a hearing for 
December 10. To show what the 
surcharges are expected to mean to 
two of the big Eastern railroad sys- 
tems in 1936, it is officially estimated 
that for the first nine months of 
this year they added $13,000,000 to 
New York Central operating reve- 
nues, whereas the new rates are eXx- 
pected to yield $9,000,000. For the 
Pennsylvania the figures are $15,- 
000,000 and $10,000,000, respec- 
tively. The I. C. C. has authorized 
a pick-up and delivery service for 
the Eastern roads, such as has been 
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in effect on Southern and Western 
lines. It should help in meeting 
truck competition, but it is too early 
to give results in dollars. An ac- 
companying table gives further data 
relative to this and other items. 

Then there is the question of co- 
ordination of physical facilities of 
the railroads, as strongly urged, and 
even ordered in some instances, by 
Joseph B. Eastman when Federal 
Co-ordinator. The executives never 
have believed that all possible co- 
ordinations would result in anything 
like the savings of millions of dol- 
lars a year that he claimed. The 
executives maintain that co-ordina- 
tion should come about naturally 
and voluntarily, and not by order 
or law, and should pertain largely 
to small roads. So long as there is 
private ownership and management 
of the railroads, competition will 
exist and individual facilities will 
be jealously guarded. 

Mr. Eastman still has government 
ownership of the railroads in the 
back of his head. In his latest state- 
ment on the subject he said: “The 
staggering difficulties of taking the 
properties over on terms, fair both 
io the private owners and the gov- 
ernment, and the fact that the rail- 
roads are now only one of the im- 
portant mediums of transportation. 
are conflicting factors which justify 
doubt as to the wisdom of public 
ownership and operation under 
present conditions. I am not now 
urging it.” A very sane and ac- 
curate statement. 

Thomas W. Lamont, who has had 
as wide an experience in the financ- 
ing of railroads as has Mr. Eastman 
in the regulation of them, says: “If 
the Government owns the railroads 
of the country will it*be able to avoid 
going a step further and take over 
the whole transportation system, 
trucks, buses and water carriers? 
No, I believe that private manage- 
ment still has a far better chance of 
solving the problem, always pro- 
vided it has the enlightened and 
liberal co-operation of Govern- 
ment.” 

Mr. Eastman’s most recent idea 
with respect to further supervision 
of the railroads by the Government 
calls for a Department of Trans- 
portation. In support of his idea 
he says: “There is need for a de- 
partment, not so engrossed (as the 
I. C. C.), which can keep in close 
touch with the transportation situ- 
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ation, watch developments, study 
the larger problems, foresee dangers 
which are impending, promote the 
cause of co-ordination, and advise 
both the President and Congress in 
regard to transportation policies. 
My own inclination is to prefer a 
non-political, independent agency 
associated with the Commission.” 

Mr. Eastman offers the foregoing 
only as a suggestion. He is no 
longer Federal Co-ordinator and it 
is doubted that any one else will 
champion the idea in the near 
future. It does not seem a bad sug- 
gestion, particularly as for some 
years the I. C. C. has been over- 
burdened with more or less tech- 
nical and routine work and has not 
had the time for careful considera- 
tion of the bigger problems involved 
in Government supervision of the 
railroads. 

And now we have _ traversed 
rapidly, but comprehensively, the 
whole railroad situation in this 
country, and we end where we be- 
gan with the assertion that whether 
the railroads regain their former 
earning power and are able to pay 
dividends again pretty generally in 
reasonably good times, is largely 
“up to Washington.” 








OPPORTUNITY 
WAS NEVER GREATER 


for 


BUILDING and LOAN 
ASSOCIATIONS 
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The flood of dividends now being 
paid will, for the most part, seek 
new investment. 

With greater building activity this 
year and the still greater demand 
for homes, many an Investor with 
surplus funds is now turning to- 
wards the Building Industry. 

The opportunity was never greater 
for Building and Loan Associations 
seeking new capital. 

The subscribers to The Magazine of 
Wall Street are all matter-of-rec- 
ord investors. They are receiving 
these record dividends. And they 
are actively investing as shown by 
the 12,000 inquiries we receive 
every month. 

Your Association should be adver- 
tising to them now—and in every 
issue for 1937! 


Send for rates today. 
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Bucyrus-Erie Co. 
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ranging from small power shovel 
to huge dredges and wreckin 
cranes, powered by electric, steam, 
Diesel and internal combustion 
units. The principal outlet for theg 
products include such industries 

mining, quarrying,  constructiog 
road building and railroads, as wel} 
as in the work of harbor dredging 
and levee repairs. 4 

Prior to the depression, operas 
tions were productive of sizable 
profits, but the nature of the buge 
ness is such that subsequent t 
1930, the company felt the full 
brunt of the restricted demand for 
all types of capital goods and the 
drastically curtailed activities ij 
those industrial fields upon whieh 
it is heavily dependent. Deficits: 
aggregating more than $3,000,000) 
were piled up in the _ three-yeag 
period 1932 to 1934. Dividends on} 
the $7 preferred stock were cut & 
$2, while payments on the $2.50) 
convertible preference and commom) 
shares were omitted in 1931. 

In 1935, however, the company! 
reported a profit of $156,429 and) 
with the broadening demand stim} 
lated by increasing activity in the 
heavier industries, the company Te 
ported earnings of $469,978 in the: 
first six months of the current year) 
Last July the full $1.75 quarterly; 
rate was resumed on the preferred 
stock and subsequently, under the 
capital readjustment plan, all back 
dividends were eliminated by giving} 
preferred stockholders $5 in cash 
and one share of common. stock 
The old $2.50 convertible preferenté) 
shares were eliminated by giving 
holders 114 shares of common stock 
for each share held. Capitalization 
now consists of 68,300 shares of 7% 
preferred stock, 1,256,968 shares of 
common. Profits in the first half of 
this year, on the basis of the ne 
capitalization, would have beet 
equal to about 20 cents a share of 
the common stock, after allowiig 
for preferred dividends. For the 
year the company may earn # 
much as 50 cents a share for thé 
common. At 17, the shares must Df 
regarded as speculative, but as suey 
are not without possibilities ove 
the next six to twelve months. 
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‘The hospitals of New York perform 
an indispensable service which no 
other united agency can match 
in its relief of human suffering.”’ 


HARRY EMERSON FOSDICK 


WO-THIRDS of all New York City’s 
hospital cases are cared for by the 
“Voluntary” Hospitals. Yet only 1 out of 
18 of the patients can pay the full cost of 
his care. 
The government provides for the city’s 
protection from fire and theft. The ‘“Vol- 
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‘New York needs 
the ‘Voluntary’ 
Hospitals 
as much as 


the Police or 
the Fire 
Departments” 


ant 


untary” Hospitals carry on their great work 
of protecting the city’s health and healing 
the city’s sick without any State or Fed- 
eral aid. 

Public-spirited citizens must make up the 
difference between what one patient out of 
18 can pay and the total cost of caring for 
1,500,000 people yearly. 

Please send your check today to the 
Unirep Hosprrat Campaicn CommITTeEE, 
57 William Street, New York, and 188 
Montague Street, Brooklyn. 








